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| Business strategy 
Honesty is the best policy 
in customer service 
Lucy Ketlaway, Page 11 



Vagit Alekperov 
Russia's oil bare 
global ambition$ 
Profile, Page 11 



German economy 
The recovery continues 
but progress is patchy 
Page 16 


Today’s survey 

Asian Financial 

Markets 

Pages 27-30 


WORLD NEWS 


US envoy fails to 
make headway over 
Israeli pullback 
from West Bank 

US peace envoy Dennis Ross, who 
began another round of shuffle 
diplomacy in the Middle East, has 
bo far failed to gain concessions 
from Israel over the delayed sec- 
ond Israeli pullback from the West 
Bank. Pages 

Banks open Holocaust talks 
The big three Swiss banks are to 
start discussing how much they 
wffl have to pay to settle the multi- 
btlBon dollar class actions from 
Holocaust survivors. Page 5 

Spain to act against spillage mine 
Spain plans to take legal action 
over a serious toxic spill at a mine 
In southern Spain owned by the 
Swedlsh-Canadian Boliden group. 
Page 2 

Challenge for Dutch PM 

The Dutch general election cam- 
paign Intensified after Frits Boikes- 
tein, Eurosceptic parliamentary 
leader of the free- market WD 
party, said he would be his party's 
sole candidate for the premiership, 
pitting himself directly against 
prime minister Wim Kok. Page 2 

Kurdish rebels killed 
Turkish security forces said 31 
Kurdish rebels died in fighting In 
tile south-east of the country. 

Three members of the security 
forces also died In the dashes. 

Wtaiy Hinton quizzed 
Hillary Clinton was questioned for 
five hours by Independent prose- 
cutor Kenneth Starr, with less than 
two weeks to go before the expira- 
tion of a grand jury investigating 
alleged crimes by Mrs Clinton and 
US president Bill Cfinton. 

Page S 

Indonesia protests grow 
Student protests against the rule of 
President Suharto of Indonesia 
escalated, sparking dashes with 
riot poiica and cldms that the mili- 
tary kidnapped protesters. Page 4 

Estrada widens tod 

Philippines vice-president Joseph 
Estrada increased his lead In the 
race for the presidency, according 
to the latest poll Mr Estrada, 
who b running on a pro-poor plat- 
form, has a 30 par cent rating. 

Page 4 

Setback tor Abacha 
Military leader General Sanl Aba- 
cha's campaign to have himself re- 
elected civilian president of hflgerla 
Suffered a setback as the elector- 
ate largely heeded an opposition 
call to snub national assembly 
elections. Pages 

Briton reported bald to Iran 
An Iranian newspaper reported that 
Iran had arrested a Briton sus- 
pected of spying after he was 
caught filming In a restricted area 
in the country's Kurdistan province. 

Samfi Arabia to free nurses’ 

British nurses Deborah Parry and 
Lucille McLauchlan, Imprisoned In 
Saudi Arabia for murder, were 
being consktered for release, their 
lawyer said. He expected them to 
be home within a fortnight. 

fireeo csrs get green 8gM 

Six European cities are to give 
‘‘green- vehicles exclusive rights to 
aqlw their central areas from 2001. 

Pages 


bus i ness n ews 

Opec ready to cut 
crude oil output 
again to bolster 
sagging prices 

Opec hinted it was ready to cut 
erode oH output fri an attempt to 
underpin sagging International 
prices. Energy ministers of three 
Gulf states said the next scheduled 
meeting of the group - Irj Vienna 
on June 24 - must address the 
Issue of oil prices. Page 18; 
Canadian ofl groups hrt, Page 22 

David S. Smith of the UK and 
Meted Serta of Finland have bid for 
the corrugated cardboard 
operations of KNP of the Nether- 
lands In a deal that would result in 
a restructuring of the industry in 
Europe. Page 18; See Lex 

UNET, former Information technol- 
ogy services arm of Cadbury 
Schweppes, UK soft drinks and 
confectionary group, is to float on 
the London stock market in a 
move Bkeiy to value the company 
at up to £2 00m ($340m). Page 20 

Rois-Royce Motor Cars chief 
executive Graham Morris called for 
a swift end to the takeover battle 
which has developed over the 
marque. Page 19 

Volkswagen, Europe's biggest 
carmaker, reported net profit dou- 
bled to DM 345m (5191m) to the 
first three months. Page 22 

Allianz, the German insurance 
group, has entered the $650m life 
assurance market in the Philip- 
pines, the latest move to its expan- 
sion to Asia. Page 24 

Kirin Brewery executives spent 
the weekend with counterparts 
from Lion Nathan, the New Zea- 
land b reiver, in talks which could 
lead to a link with the Japanese 
brewer. Page 19 

Cummins Engine of the US, the 
world's biggest maker of large die- 
sel engines, is to announce a targe 
investment to new, lightweight 
engines that wiB greatly extend its 
product range. Page 25 

KeBogg, the Michigan-based 
cereal manufacturer, reported a 6 
per cent fan In volumes during the 
first quarter. Page 25 

Barnard Ebbers, chief executive of 
WorldCom, was paid a Si 7 m cash 
bonus last year, one of the largest 
made to an American executive. 
Page 25 

Bankers Trust, US bank holding 
company, took control of NatWast 
Markets' equities research, institu- 
tional sales and trading and pri- 
mary markets origination business 
In Europe. Page 25 

Rod Stewart, British rock singer, 
has clinched a $15.4m securitised 
loan from Nomura Capital, Japa- 
nese banking group, backed by 
revenues from his music publishing 
catalogue. Page 19 


World Equity Markets 

Tbs l ates t ftercte and fata from, mate' 
than 50 national markets at a glim* • 
Page 39 
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Germany’s far 
right snatches 
limelight from 
SPD victory 

DVU makes big gains at Saxony-Anhalt 
election with CDU losing third of voters 


By Peter Norman to Boon ml 
Frederick St fl d am ana la Magdeburg 

A widely expected election 
victory for Germany's opposition 
Social Democrats in the eastern 
state of Saxony-Anhalt was over- 
shadowed last night by strong 
gains far a far-right party, the 
Deutsche Volksunion (DVU). 

Helmut Kohl, the chancellor 
who united eastern and western 
Germany in 1990, was humiliated 
as voters deserted his Christian 
Democratic Union in droves, ft 
was the only significant test this 
year of the electoral mood in the 
former communist east before 
the September 27 general elec- 
tion. 

The DVU’s unexpectedly strong 
showing sent shock waves 
through Germany's democratic 
parties. According to a computer 
projection for the ZDF television 
channel, broadcast SO minutes 
after polls dosed, it «nne from 
nowhere in the campaign's last 
three weeks to win 12.7 per cent 
of the vote. 

However, the far right’s gains 
appeared rooted in specific pecu- 
liarities of the Saxony-Anhalt 
campaign rather than signalling 
a new trend In German national 
politics. 

The DVU, backed by Gerhard 
Frey, a Munich-based publisher 
of ultra-right books and newspa- 
pers, mounted an expensive local 
poster and mailshot campaign 
targeting the yoimg. * 

The party focused an job cre- 
ation and hostility to foreigners 
and the euro. Saxony-Anhalt has 
the highest unemployment of 
Germany’s 16 Lander (states). 

The DVU’s strong showing and 
the tenure of the environmental- 
ist Greens to dear the 5 per cent 
hurdle to re-enter the state par- 
liament will ch ang e the political 
landscape of the state. 

Over the past four years, it has 
been governed by a minority 
SPD-Greens coalition that has 
been kept in power, or “toler- 


ated", by the ex-communist Party 
of Democratic Socialism. 

The ZDF computer projection 
gave the SPD 36-9 per cent of the 
vote, up from 34 per cent In 1994. 
Support for the CDU, previously 
the biggest party in the state par- 
liament, plunged to 22.1 per cent 
from 34.4 per cent. Hu PDS share 
of the vote slipped to 192 per 
cent from 19.9 per cent 

Last week, opinion polls 
pointed to a big SPD win with 
more than 40 per cent of the 
votes. Yesterday's poll was 
marked by a strong turnout of 
about 70 per cent of the state's 
2.16m voters, in contrast to the 
1994 poll when only 54.8 per cent 
voted. 

The result prompted specula- 
tion that the SPD might form a 
“grand coalition” in the state 
with the CDU as its junior part- 
ner. However, in first reactions. 
Reinhard Hdppner, the state's 
SPD prime minister, said only 
that he would start negotiations 
with the aim of fanning a “strong 
government". 

The election result contained a 
warning for Gerhard SchrOder, 
the SPD HhaneeHnr candid ate, as 
support for the Greens, a puta- 
tive coalition partner for 
the SPD at the national level, 
dropped from 5.1 per emit to 32 
per cent 

Elsewhere, the small market- 
oriented Free Democrat parly, a 
member qf Mr Kohl’s coalition, 
seemed almost certain not to 
enter the state parliament despite 
vigorous campaigning by Hans- 
Dietrich Genscher, 71. the former 
foreign minister, who was bom 
in the state. 

Peter Hintze, the CDU’s general 
secretary, admitted last night 
that the election result was a 
“clear defeat". It is likely to 
renew debate inside the party 
over whether Mr Kohl, who made 
eight election appearances in the 
state, is the right person to lead 
the CDU into September’s gen- 
eral election. 


Chinese city seeks 
foreign saviours for 
ailing companies 


By Peter Montagna), 
Asia Editor, to London 


The north-eastern Chinese city of 
Shenyang Is preparing to offer 
foreign companies management 
contracts for restructuring its 
ailing state-owned enterprises, 
replete with struggling heavy 
goods companies. 

Mu Suixin, the city's mayor, 
said groups taking on such con- 
tracts would be rewarded by a 
management fee and a share of 
up to 90 per cent of the profits 
generated by the restructured 
companies. 

This novel approach could 
appeal to foreign groups which 
are reluctant to assume the 
financial risk of owning a stake 


In the loss-making enterprises- 

Speaking in London, where he 
Is leading one of the largest 
mtacfrms mounted by a C hines e 
city, Mr Mu said the approach 
was common In the hotel Indus- 
try where owners often franchise 
the wwnapwi mt . to professional 
groups. 

Mr Mu is one of the regional 
officials who has been most eager 
to pick up the baton of enterprise 
reform from Zhu Rongji, the 
prime minister. 

No stranger to Innovation and 
the bard sell, he has already 
attracted attention - but appar- 
ently not business — with 
an offer to se& 50 Indebted Chi- 
nese companies at a price of one 


yuan (12 cents) apiece. His latest 
sales pitch was an offer to exist- 
ing foreign investors: if they 
introduce another investor to 
Shenyang, they will receive a 10 
per cent tax break. 

Mr Mu said the aim of enter- 
prise restructuring was not to 
raise money through privatisa- 
tion but to imp r o v e the manage- 
ment of the companies so they 
could compete in global markets. 

He explained that the trouble 
with many companies was that 
their management was inflexible 
and, their products not tailored to 
meet market demand. During his 
trip to Europe, Mr Mu is seeking 
co-operative agreements for 18 
companies with a total w orkf orce 
of 309,436, in sectors ranging 
from computers and food process- 
ing to industrial machinery. • 

He said the Shenyang authori- 
ties would prefer that foreign 
investors in these companies not 
make employees redundant, but 
they understand that some reduc- 
tions in staff mi g ht be necessary. 

The mayor said companies 
which cannot attract foreign 
interest, or make the grade on 
their own. would eventually face 
closure. 

As a further move towards pri- 
vatisation, three Shenyang com- 
panies will seek a listing this 
year on the stock markets on the 
mainland and in Hong Kong, 
bringing to 17 the total number 
of listed companies. 
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Former Russian national security chief Alexander Lebed meets an efaterty voter as the Siberian province of 
Krasnoyarsk went (h the pota to elect a governor yesterday. H ha wins he wfll gain a power base from which to 
launch a bid for the' KrwnBn in 2000. Report Page 2. Picture: Reuters 


Computer giants ‘could gain 
stranglehold’ on the future 


By Rfckanl Woffle to Washington 

The rapid pace of technological 
development in the computer 
industry could lead to “bottle- 
neck monopolies” which restrict 
access to new markets, one of the 
US government’s, leading anti- 
trust officials has warned 

Robert Pitofsky, chairman of 
the Federal Trade Commission, 
which is conducting a broad anti- 
trust inquiry into Intel, the 
world's largest dtipmaker, said 
such monopolies could establish, 
a stranglehold jon. future technol- 
ogies. *' 

“Grice, you- have a bottleneck 
monopoly it raises questions 
about what someone could do 
about it tf that monopoly leads to 
the next bottleneck monopoly," 
he said. “In that narrow zone, it 
might be that you declare the 
structure itself to be anti-compet- 
itive." 

The FTC is concerned that 
such monopolies could control 
the gateway to new markets in 
the computer industry. Develop- 
ments in both software and hard- 
ware would need to comply with 
the monopoly’s technology, 
making it hard for smaller com- 
panies to gain a foothold. 


This view of bottleneck mono- 
polies, may prove a critical influ- 
ence bo the outcome of the Intel 
inquiry, which was launched in 
September. The investigation Is 
still in its preliminary stages and 
the commission has readied no 
decision about any possible 
action against Intel 

According to the FTC, Intel has 
a 90 per cent market share of all 
microprocessors in dollar terms. 
Its market power “is magnified 
by its huge installed base, brand 
recognition and network effects", 
the commission said last week, ; 

' Mr Pitolsky said -it- was unclear 
how current US antitrust laws 
could be applied to modern 
bottleneck monopolies in 
so-called “essential facilities". 

The leading precedent dates 
back to the turn of the century 
and involved the railway owners 
of the only bridge across the Mis- 
sissippi River. The court found 
the owners were discriminating 
between customers when they 
should have treated them 
equally. 

The FTC has already shown it 
is keen to stimulate increased 
competition with Intel's chips. 
Last week it said it wanted to 
ensure Digital Equipment's 


Alpha chip was a “viable compet- 
itive alternative to Intel’s chips”. 

The commission feared Intel's 
$700m purchase of Digital’s 
Alpha manufacturing plant 
would jeopardise one of the “very 
few" competitors to Intel's 
Pentium line. In particular, it 
was concerned that the deal 
placed Alpha's production, sales- 
force and engineers under the 
control of its main rival. 

The FTC ordered Digital to 
license Alpha production to at 
least three competitors: Samsung 
Electronics, Advanced Micro 
Devices and IntemationaK Busi- 
ness Machines. 

The Intel inquiry is seen as the 
second half of the US govern- 
ment’s antitrust investigations of 
the two dominant players in the 
computer industry. It mirrors the 
justice department’s more estab- 
lished investigation into Micro- 
soft, which is expected to reach a 
watershed within the next two 

months . 

Investigators at the justice 
department are considering 
whether to launch a full antitrust 
suit against Microsoft before the 
June launch of Windows 98, the 
new version of its flagship oper- 
ating system. 
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‘EURO-X 1 COUNCIL PARIS MOVES QUICKLY TO ENSURE DOMINANT PLACE FOR ITS VIEWS IN PROPOSED EURO FINANC E MINISTERS' GROUP 

France plans for economic policy role 


By Robert Gratram n Paris 

France is laying the ground- 
work to play a dominant role 
in the “Euro-x" council - the 
key informal policy body 
being fanned next month by 
finance ministers of the 11 
countries joining the single 
European currency. 

France's Socialist-led gov- 
ernment is convinced that 
after nest weekend's Euro- 
pean Union summit launch- 
ing the euro, the emphasis 
will quickly shift to political 
management of economic 
policies in the euro-zone. 

This threatens to be a 
min efield of political sensi- 


tivitles in coordinating bud- 
getary policies in tandem 
with the independent role of 
the future European Central 
Rank (ECB) regarding mone- 
tary policy. 

Paris is moving quickly to 
reinforce its own views on 
adapting budgetary policies 
to harmonise with the 
demands of the German-in- 
spired EU stability pact 

This is to fend off German 
pressure for a tougher 
approach to cut France's 
budget deficit and to use sur- 
plus revenues from strong 
economic growth to reduce 
its debt stock. 

In preparation last week, 


Dominique Strauss-Kahn. 
France's finance minister, 
presided over the first meet- 
ing of a new economic policy 
council. Drawn from within 
the treasury, this 14-person 
team is intended to prepare 
the agenda far Euro-x meet- 
ings. 

The Euro-x council is 
expected to meet first on 
June 6 under an Austrian 
presidency. The original idea 
was for an informal political 
body, like the G7 group of 
big industrial nations, to co- 
ordinate economic policy 
within the euro-zone. 

However, in two separate 
ways Paris last week under- 


lined its differences with 
Brain on the future role of 
the Euro-x council by 
emphasising its essentially 
political nature. The 
National Assembly became 
the first EU parliament to 
pass a resolution on the euro 
which makes specific refer- 
ence to the council 
This was followed up by 
Lionel Jospin, the prime 
minister, who made dear in 
a television interview that 
he would pursue only moder- 
ate reductions In France's 
relatively large budget defi- 
cit to honour his commit- 
ment to social spending and 
job creation. "My central 


objective is not the euro but 
Fiance." he said bluntly. 

The government is aiming 
to bring the 1999 budget defi- 
cit down to 23 per cent of 
gross domestic product from 
3 per cent Most of the bene- 
fits from the “dividend" 
accruing from this year’s 
higher treasury receipts 
from 3 per cent growth will 
be eaten up by a public sec- 
tor pay deal and social 
spending. 

France recognises the need 
to align macroeconomic poli- 
cies under the single cur- 
rency, with special emphasis 
cm ensuring that countries’ 

pmnnmi p cycles are in tnnp 


Ireland in particular is seen 
as ahead of the others in the 
future euro-zone and will 
need some budgetary fine- 
tuning. 

But it will be difficult fra* 
Paris to lecture other 
nations on budgetary policy 
when it is itself vulnerable 
to criticism for being behind 
in Ali g nin g with the EU aver- 
age. Such a position helps 
explain why France is 
looking beyond the current 
controversy over the presi- 
dency of the European Cen- 
tral Bank - from which it 
risks coining away with less 
than it hopes - to 'focus on 
controlling the Euro-x. 


Bundesbank doubts on ECB presidency compromise 


By Grabam Bowtey to Frankfurt 

The German Bundesbank 
still has deep reservations 
about a deal mooted to break 
the Franco-Dutch deadlock 
over the appointment of the 
future president of the Euro- 
pean central bank. 

The continued doubts in 
Europe's most powerful cen- 
tral bank hi g hli g ht how con- 


troversial the issue of the 
ECB presidency has become, 
just days before European 
Union leaders are due to 
meet to settle the matter. 

A possible compromise 
under which Wim Duisen- 
berg, Dutch president of the 
European Monetary Insti- 
tute, could step down after 
four years to give way to 
Jean-Claude Trichet, gover- 


nor of the Bank of France, 
would damage the ECB's 
independence, the Bundes- 
bank said. 

According to the Maas- 
tricht treaty, the ECB's pres- 
ident should serve a non-re- 
newable eight-year term to 
underpin the future central 
bank's independence. 

“One thing is sure, there 
are reservations within the 


Bundesbank about dividing 
up the presidency of the 
ECB because we think this 
does not conform with the 
Maastricht treaty and with 
the independence of mem- 
bers of its board," a Bundes- 
bank official said yesterday. 

European Union leaders 
are due to meet in Brussels 
at the end of this w eek to 
decide the founder members 


of economic and monetary 
union. They are due to select 
the six-member executive 
.board of the ECB. including 
the president. 

The compromise has been 
suggested as a way of break- 
ing the deadlock which arose 
after Jacques Chirac. Flench 
president, nominated Mr 
Trichet as a' rival candidate 
to Mr Duisenberg. 


The Dutchman is said to 
have the support of the 14 
other EU governments. 
Members of the Bundes- 
bank's policymaking council 
have also welcomed Mr Duis- 
enberg’s candidacy. 

There are fears that any 
compromise could severely 
undermine the financial 
markets' confidence in the 
euro. 


Poll dream - or nightmare 

Jos6 Borrell’s victory in the Spanish Socialists’ primary contest beat all the odds but 
poses problems for the moderate party leader he defeated, writes David White 


T he stunning triumph 
of Jose BorreD in the 
contest to be the 
Socialist opposition's candi- 
date for prime minis ter in 
the next Spanish election 
has upset all political calcu- 
lations. 

On soaring grassroots sup- 
port, and against all fore- 
casts, Mr BorreU, the former 
public works minister, 
defeated the more moderate 
party leader, Joaquin Alum- 
ina, with 55 per cent of the 
vote in a secret ballot among 
members held on Friday. 

He will now become the 
party’s figurehead in its 
attempt to unseat Jose Marla 
Aznar, the centre-right 
prime minister in elections 
due at the latest in March 
2000. 

A snap opinion poll in the 
daily El Pals, asking people 
which of the two they would 
vote far as prime minister, 
gave Mr BorreU 40 per cent 
against 30 per cent for Mr 
Aznar. 

The remainder said they 
would vote for neither or did 
not know. A 57 per cent 
majority thought the Social- 
ists were strengthened by 
the choice. 

This came after consistent 
opinion poU leads for Mr 
Aznar’s Popular party over 
the past year. 

But Mr BorreU’s victory is 
a mixture of dream and 
nightmare for the Socialist s. 
On the one hand, it has 
opened the prospect of a 
revived electoral momentum 
with a new candidate who is 
a fine television performer 



Surprise parly: Josi Borrefl arrives at a news conference yesterday 
after accepting his parly's nommation for prime minister Reuters 


and possibly a Spanish 
answer to France's Lionel 
Jospin or Britain's Tony 
Blair. 

On the other, it has dealt a 
serious blow to the party 
leadership, in place for only 
10 months after the resigna- 
tion of Felipe Gonzfllez, the 


former prime minister, as 
secretary general. 

Mr Almunia, Mr Gonz- 
alez's successor and protege, 
has given himmif until May 
9 to decide whether to stand 
down. He said be felt “under 
an obligation" to submit his 
resignation. But Mr BorreD 


and other coHeagues pleaded 
for him to stay on to retain 
an image of party unity. 

Mr Almunia would auto- 
matically have been candi- 
date for prime minister if he 
had not had the idea of hold- 
ing “primary" contests for 
elected posts. He received 
explicit backing in his cam- 
paign from Mr Gonzalez ami 
from Javier Solaria, the Nato 
secretary general, who has 
also figured as a potential 
leader. 

During the campaign he 
warned members against 
“adventures” and “leaps into 
the void", criticising Mr Bar- 
rel! as high-spaider and a 
centralist 

Qpe of the regional barons 
■ backing Mr Almunia said a 
BorreD victory would be “a 
real disaster for the party 
structure". 

The party's 31-member 
executive committee almost 
unanimously took Mr AJmu- 
nia's side, as did the leaders 
in its stronghold of Andalu- 
cia. But Mr Almunia only 
narrowly won there, and lost 
in Seville, Mr Gonzalez's 
home city. 

Mr BorreD, who was cele- 
brating his 51st birthday on 
Friday, swept through in 
most regions, scoring over SO 
per cent in his native Catalo- 
nia. 

Mr BorreU, an engineer 
turned economist who 
stands to the left of the cur- 
rent party leadership, will 
have his first chance to exer- 
cise his new role In a "state 
of the nation" debate with 
Mr Aznar on May 12. 


Credit Lyonnais 
rescue plans 
face more delay 


By Andrew Jack in Paris 


A decision an the contested 
new rescue plan for Credit 
Lyonnais, the state-owned 
French bank, is likely to be 
delayed for at least two more 
weeks, a senior European 
Union official indicated yes- 
terday. 

Yves-Thibault de Silguy, 
the French commissioner for 
monetary affaire , said in an 
interview with the Journal 
dn Dimanche newspaper 
that discussions which were 
due to he resolved by the 
start of next month would 
now continue ■’until mid- 
May"; 

His comments suggest 
there are still considerable 
differences of opinion 
between Brussels and the 
French government over the 
nature of the rescue plan, 
but a renewed willingness to 
ensure a compromise is 
reached. 

There was a long fight 
between Brussels and Paris 
in 1995. when the original 
rescue plan for Credit Lyon- 
nais broke aD previous state 
aid cases by including subsi- 
dies of FFr45bn l$7.4bn). 

That level was increased 
to FFr49bn in 1997 in an 
emergency measure, since 
when discussions on a new 
plan to put an end to the 
legacy of the bank’s troubled 
past have been dragging on. 
The final value of state aid is 
likely to be at least 
FFrlOObn. 


Mr de Silguy’s interview 
came after the European 
Commission was subjected 
to strong criticism in France 
last week when journalists 
emerged from a briefing 
under the impression that 
Brussels was willing to role 
illegal the aid already given 
to the bank, risking driving 
Credit Lyonnais into bank- 
ruptcy. 

That provoked the ire of 
French government officials 
and employees of the bank, 
who are planning a demon- 
stration in Brussels at the 
end of this month. 

Mr de SfigUy said yester- 
dayr “One ckhnot "exclude 
the possibility of a negative 
decision on French aid, but 
there are real chances of 
reaching an agreement" 

Originally, the Commis- 
sion was due to discuss the 
new rescue plan for Credit 
Lyonnais on April 29. It post- 
poned that meeting until 
May 6- 

However. Mr de Silguy's 
comments suggest it wiD be 
pushed back even further 
after he referred to talks 
between ministers in the 
“cn ming weeks". 

The growing tensions 
between Paris and Brussels 
in the last few weeks over 
the details of the plan, which 
some pot down to political 
posturing ahead of an agree- 
ment, led Mr Van Miert to 
give France a deadline of the 
end of April to present him 

with additional information. 


Dutch coalition party leader to challenge Kok 


By Gordon Cramb to Am ste rdam 

The Dutch general election 
campaign intensified at the 
weekend after Frits Bolke- 
stein. Eurosceptic parliamen- 
tary leader of the free-mar- 
ket VVD party, said he 
would be his party's sole 
candidate for the premier- 
ship. 

This pits him directly 
against Wim Kok, who since 
1994 has led a three-party 
coalition grouping his social 


democrat PvdA with the 
WD and the reformist D66. 
Although Mr Kok’s party is 
currently ahead in the opin- 
ion polls, the WD had been 
rated the most popular in 
numerous polls over the past 
year. 

Mr Bolkestein. who trails 
in personal popularity, 
delayed declaring his hand. 
Some had thought the WD 
might leave the choice of 
who in the party would con- 
tend for the premiership 


until after polling day on 
May 6. Traditionally, the 
leader of the largest party in 
any coalition can lay ubiw 
to the tcrp job. 

He chose four years ago to 
lead the WD from the 
benches of the lower house, 
declining a place in Mr Kok’s 
cabinet so that he could 
speak ouL He is known to be 
appalled at the prospect that 
the single currency - Euro- 
pean Union leaders are due 
to decide its membership in 


Brussels the weekend before 
the election - will start with 
as many as 11 countries. 

Through Gerrit Zalm, 
finance minister , the VVD 
has sought to ensure that 
the Netherlands presses for 
tough budgetary require- 
ments on states with the 
largest debt and deficit 
ratios, notably Italy. 

But in a head-to-head tele- 
vised debate with Mr Kok an 
Friday night. Mr Bolkestdn 
appeared to accept that mon- 


etary union was to be a real- 
ity. He contrasted Rome's 
efforts to rein in public 
finances with expansionary 
government spending pro- 
posals set out by the Dutch 
labour party, saying: “The 
Italians are being stricter 
than the PvdA.” 

In a poll conducted after 
the debate for RTL5, 59 per 
cent found Mr Kok the more 
credible and convincing, 
against 17 per cent for Mr 
Bolkestein. 


Deferring to the prime 
minister’s persistently high 
personal rating among vot- 
ers, Mr Bolkestein said the 
WD might offer Mr Kok- the 
opportunity to continue in 
that post if his party 
emerged only a seat or two 
behind. The premier, who 
has been using his own 
standing to seek continued 
primacy far the PvdA, said 
he would rather return to 
the back benches if that was 
the outcome. 
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Employers ‘should tram 
workers before dismissal* 

Puranean employers should be punished ftnanaaSyrf They fstt 
min thojf workers to make them more empKiysbte* 
for 

“Careless restructuring, tending to 

without proper training or emptoyaOdrty, rfwiW awM 4 am 
to the company equivalent to 

The reportwill be presented to the EU heads of government 

conference In Cardiff in June. , . 

“The group is of the opinion ^ 
responsibility tor giving 

development possiWIItles that mate . 

labour market and prepared for new 1°^^ ****■ 

In addition, the report favours ctosarsoa^a^^ 
between employers and employed ui ti« 
mation and consultation: the spreading of new forms of work 
organisation negotiated by the social partners: and me pro- 
motion of refocused research and development programmes. 
Robert Taylor, Employ™® 01 Editor 

LEBED BID FOR OFFICE 

Krasnoyarsk voters out in force 

The voters of Krasnoyarsk, a vast Siberian province, yester- 
day flocked to foe polls in a gubernatorial ba&crt which wW 
determine the poetical future of Alexander Lebed, a charis- 
matic forma - general with presidential ambitions. 

In contrast with foe lacklustre tum-out in other recent 
regional elections, the race in Siberia has drawn unexpectedly 
high numbers of voters to foe polls, with nearly 60 per cent of 
electors casting their bafiots an hour before voti ng do se d. 

As governor of Krasnoyarsk. Mr Lebed, who vanished fron 
the national political scene when he was sacked os national 
security chief in 1996, would gain a mighty power base bom 
which to launch a bid for the Kremlin in elections schtufeed 
for 2000. But If he loses, the former paratrooper has add he. 

will not contest foe presidency. 

Before the polling, analysts predicted foot no candidate 
would win foe 50 per cent of votes needed. That would force 
a run-off to a tew weeks. Chrystia Freeland, Moscow 


Toxic spill at Spanish mine 

Spanish authorities plan to initiate legal proceedings over a 
serious toxic spHI during the weekend at a mine in southern 
Spain owned by the Swedish-Canadian Boliden group. 

However, they said an ecological catastrophe at the Dofl- 
ana wetlands nature reserve, Spain's principal national park, 
had bean narrowly averted by diverting the toxic water. 

The spill began early on Saturday when foe earth wall of a 
reservoir burst, releasing contaminated water from the iron 
pyrtto mines of Minas de Aznalcbllar. A black wall of water 
500 metres wide flowed down foe Guadiamar river, threaten- 
ing foe nature reserve 60km to the south. The park covers 
75,000 ha of marshes and dunes and is home to numerous 
endangered wildlife species. 

Bollden denied responsibility and said it appeared foe 
ground was unstable. David White, Madrid 


PAY-TV PROPOSAL 


New plan from German groups 

Kirch and Bertelsmann, foe German media groups, will today 
present modified plans for their proposed pay-TV joint venture 
in order to reach a compromise with European competition 
authorities, a German newspaper reported yesterday. 

Fears that foe planned joint venture might create a monop- 
oly In foe emerging German pay-TV market prompted foe 
European Commission to open a fulf inquiry Into foe deal. 
However, foe media groups have contested the claim that foe 
deal creates a monopoly. Last week foe Kirch Group sad that 
if Brussels did not dear the Unk-up with Bertelsmann, it would 
be forced to close DFi, foe loss-making pay-TV service, to 
which it says it has invested DM1 bn ($550m). 

The Welt am Sonntag newspaper quoted a Bertelsmann 
executive, Siegfried Luther, as saying both media groups were 
ready to put forward today detailed proposals for changes to 
the planned joint venture. Bertelsmann was yesterday unavail- 
able for comment Graham Bowtey, Frankfurt 
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Boost for opening rail freight market 


By Michael SraBh and 
Charles Batchelor to Chester 


The European Commission 
is to press ahead with con- 
troversial plans to open up 
the rail freight market after 
winning what it said was 
stronger hanking than expec- 
ted from European transport 
ministers at the weekend. 

Neil Kinnock, transport 
commissioner, said he aimed 
to produce by the end of the 
year a proposal to require 
national rail operators to 
offer 5 per cent of the freight 
market to other companies 
with Immediate effect rising 
to 25 per cent in 10 years. 

He was speaking at a joint 
meeting of European envi- 
ronment and transport min- 
isters, held in Chester, In 
Britain, focusing on issues 
including how to cut trans- 
port-related pollution and 
restrain car use to meet the 


Europe’s cities give green light to green vehicles 


Six large European cities are to 
give ■'green" vehicles exclusive 
rights to enter that central 
areas from 2001 under an 
Initiative launched at the 
transport and environment 
ministers' conference yesterday, 
Charles Batchelor writes. 


The Alternative Traffic In 
Towns (Alter) project wUI allow 
only vehicles which meat zero 
or near-zero emission standards 
to enter sensitive and historic 
areas. Cities will renew bus and 
public service vehicle fleets with 
low-emission vehicles. 


The project is being led by 
Athens, Barcelona, Florence. 
Lisbon, Oxford end Stockholm, 
but all 1,400 European Union 
cities with populations of 
100,000 or more will be invited 
to a conference in Florence in 
October to consider joining. 


global wanting targets set at 
the Kyoto world summit last 
December. 

European Union politi- 
cians including John Pres- 
cott, UK deputy prime minis. 
ter, and Ritt Bjerregaard, 
environment commissioner, 
wfll sign the global warming 
treaty in New York on 
Wednesday in spite of con- 
cerns that the US wfil side- 
step the worst effects of the 
targets by buying trading 
quotas from Russia. 


“Europe has always been 
clear that while we accept 
emissions trading it should 
not be used as a reason for 
not taking action in your 
own economy," Mr Prescott 
said yesterday. 

The proposed liberalisa- 
tion of rail freight will be 
accompanied by efforts to 
harmonise the rail ; systems 
and rules governing: state aid 
for them. The Commission 
hopes the measures will 
arrest a sharp decline in rail 


share of the freight market 
in recent years. 

Hie French transport min- 
ister, Jean-Claud Gayssot, 
opposed the enforced open- 
ing of the market, saying 
European rail operators 
could achieve more by work- 
ing together rather than 
competing. Several other 
ministers, including those 
from Spain and Italy, 
expressed reservations but 
the Commission was encour- 
aged that they did not 


oppose the plans. Several 
countries, including Ger- 
many and the UK, indicated 
the liberalisation proposals, 
did not go for enough. 

Separately, environment 
mi nis ters set in progress a 
review of chemicals legisla- 
tion to identify ways of 
speeding assessment of 
potentially dangerous chemi- 
cals. 

Existing legislation has 
targeted 120 chemicals for 
assessment but the process 
has been completed far only 
one of them. Michael 
Meacher, environment min , 
ister of the tile, which holds 
the rotating presidency, said 
there was broad agreement 
that the e xi sting system was 
not functioning properly. 

Some countries suggest 
further legislation is needed. 
Others believe simplification 
or existing procedures will 
be enough to tackle delays. 
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ELECTRONIC TRADING _ 

US wants decision on duties 

Washington Is continuing to press for a quick decision on 
duty-free electronic trading In the World Trade Organisation, 
apparently in the hope of a firm accord by May 19 when 
President Bill Clinton may attend 50th anniversary celebra- 
tions to Geneva of the multilateral trading system. 

In February the US proposed a WTO agreement not to 
impose customs duties on electronic transmissions, including 
delivery of products such as music, films and software over 
the internet However, though no country currently imposes 
duties, other WTD members have been wary of making a 
binding commitment to this effect without a broader study of 
the trade Implications of electronic commerce. 

At foe WTO general council meeting on Friday. Canada pro- 
posed that WTO members agree not to levy duties until 2000, 
when the issue could be reconsidered, while the European 
Union put forward some suggestions for WTO work on inter- 
net trade. US officials urged an indefinite tone limit for any : 
standstill and said Washington was stfll seeking agreement 
within the next month. Frances WBIiams, Geneva 
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Dispute holds up shekel convertibility 


In Jerasatani 

Convertibility of the Israeli 
shekel, due to be announced 
yesterday, was postponed 
because of a dispute between 
the Bank of Israel and the 
finance ministry over the 
implementation. 

The dispute centres on 
fears by the finance ministry 
that the shekel may be open 
to speculative attack if 


restrictions on foreigners 
trading in shekel options 
and fixtures are lifted. 

But Bank of Israel officials 
said Israel had adequate for- 
eign currency reserves, at 
over $2ibn, to deal with any 
possible speculation, they 
said interest rates would be 
kept high to check Inflation 
which may gain new 
momentum If the shekel 
loses value. The key Interest 


rate is 125 per cent, while 
inflation is running at 5.6 
per cent following four con- 
secutive monthly declines. 

The dispute has made 
traders uncertain about the 
government’s Intentions. 
Benjamin Netanyahu, the 
Israeli prime minister, said 
he wanted to announce full 
convertibility before Israel's 
50th anniversary which 
takes place on Thursday. 


Ross fails to make 
West Bank headway 


By Judy Dempsey in Jerusalem 

Dennis Ross, the US peace 
envoy, who began another 
round of shuttle diplomacy 
at the weekend, has so far 
failed to extract any conces- 
sions from Israel over the 
delayed second Israeli pull- 
back from the West Ttenk. 

After a three-hour meeting 
on Saturday night with Ben- 
jamin Netanyahu, the Israeli 
prime minister, and again 
yesterday diplomats said “no 
headway” had been made. 

Mr Netanyahu yesterday 
urged the US not to put pres- 
sure on Israel to widen the 
scope of its long-delayed 
troop withdrawal in the 
West Bank. 

*1 hope that the United 
States sticks to its position 
that Israel and Israel alone 
must determine its security 
and its redeployment.” he 
said. 

“I assure you that we will 
do our utmost but I will not 
go beyond those thing s that 
I think might jeopardise 
Israel’s security.” Mr Netan- 
yahu said. 


Mr Ross also travelled to 
Gaza, to meet Yassir Arafat, 
president of the Palestinian 
Authority. 

His mission, the latest in 
several unsuccessful 
attempts aimed at trying to 
revive the peace talks, takes 
place a' week before Made- 
leine Albright, US secretary 
of state, meets Mr Netan- 
yahu and Mr Arafat sepa- 
rately in London. 

US State Department offi- 
cials said at the weekend the 
peace process was “increas- 
ingly moribund”, reflecting 
Washington's growing pessi- 
mism and frustration over 
the lack of a political will to 
bring both sides back to the 
negotiating table. 

Mr Arafat has told US offi- 
cials he is prepared to accept 
the US plan calling for Israel 
to hand over, in phased 
withdrawals, 13.1 per cent of 
the West Bank to the Pales- 
tinians. 

Mr Arafat’s acceptance of 
this is already well below his 
original expectations of 30 
per cent 

However much Israel and 


BERNE UNION EXPORT CREDIT AGENCIES URGED TOJiELP^RECOVERY 

SE Asia seen as good 
place to do business 


By Jonathan Ford In London 

South-east Asian countries 
remain attractive places for 
exporters and investors, in 
spite of the recent financial 
crisis in the region, accord- 
ing to the Berne Union, a 
body representing long-term 
credit insurers from 46 coun- 
tries. 

Although economic condi- 
tions in Asia will continue to 
be difficult for at least the 
next 12 months, export 
credit agencies should not 
withdraw but should invest 
to assist the recovery of 
Asian economies, the union 
concluded at Its biannual 
general meeting in London. 

"The fundamentals of 
these countries remain 
good." said Francois David, 
chairman. “They were, in a 
sense, victims of their own 
economic success, but once 
the structural reforms they 
are undertaking have been 
absorbed, they will come 
back even stronger.” 

However, he stressed that 
continuing support would 
depend upon governments In 
troubled Asian countries 
implementing economic 
reforms, including pro- 
grammes negotiated with 
the International Monetary 
Fund and the World Bank. 


Founded in 1934, the union 
is a forum through which 
export credit agencies share 
information and expertise on 
the political- and commercial 
risks- involved in export 
credit insurance. 

Most of its members are. 
government departments or 
corporations, but some are 
private companies and 
export-import banks. The 
union is concerned with 
long-term investment and 
sovereign risk cower, rather 
than short-term trade 
finance, which is increas- 
ingly handled by private 
companies without govern- 
ment support. 

Mr; David, who is also 
chairman of Coface, the 
French trade credit insurer, 
said the meeting had focused 
on the situation in Asia. It 
was attended by representa- 
tives of the IMF, the World 
Bank and the Asian Develop- 
ment' Bank. 

He said that member agen- 
cies had experienced few 
defaults to date on their 
exposure to Asian countries. 
However, a number of 
energy projects would need 
to have their debts resched- 
uled because of the devalua- 
tions of Asian currencies. 
Such projects were financed 
in dollars but repayments 


are dependent upon local 
currency revenue. 

Premiums on sovereign 
risk insurance had risen 
since the crisis, hut these 
bad been , too low before- 
hand. 

The union singled out 
Thailand, South Korea and 
Indonesia as the countries 
most heavily affected by the 
crisis. Member agencies have 
a total exposure of around 
$45bn to these countries. - 

This figure is expected to 
increase as several agencies 
are planning to introduce 
special short-term trade 
facilities to assist manufac- 
turers to obtain access to 
imported raw materials. 
Indonesia has experienced 
difficulties in obtaining 
short term finance from 
credit insurers. Earlier 
tins year, NGM, the Anglo- 
Dutch insurer, suspended 
cover. 

Mr David said the situa- 
tion in Indonesia was espe- 
cially difficult “There is a 
very strong credit crunch, 
which has meant there is no 
liquidity to buy Imports." 

He said the country had 
an urgent requirement for 
agricultural products and 
needed to import around 4m 
tonnes of rice this year to 
feed its people. 


The Rolls Estate, London, England 
Lease For Sale or To Let 




Hi, l v: 
-HClTjj if'- 

■tM-, 


uL"" La-scnts “ uppommllA «■ rcR^cntc . Grade II * 

Listed building rf «**ndhw '1-^ j" thi: 

laindun and. tannin* P<~n. «■ H* ■ “ 

taarehiwciiiral and hiswrica! importance. 

, . Net Internal Area appms. 

Crass Internal Are i W"- m . m29u sq 

1437 .st|. ir>. .stj.nj 


Richard Efts 


THE 

^ CROWN 
ESTATE 


The TA-25 blue chip index 
closed 1.79 per cent lower 
and some traders believed 
the shekel would continue to 
decline against the dollar. 
“There is a view that the 
shekel is in any case over- 
valued," said Hadar Oshrat. 
trader at Ilanot-Batchcha. 
Since the start of the year 
the currency has lost 5.74 
per cent against the dollar. 

Market nervousness has 


been compounded by the 
government's plans to draw 
up a tax reform package. 
These include the introduc- 
tion of capital gains tax, as 
well as ways to tax Israeli 
investments abroad. 

Yaakov Neeman. the 
finance minister, believes 
Israel must do more to har- 
monise .its tax system as its 
economy becomes integrated 
into the world economy. Fur- 


thermore. economists said 
such reforms were a logical 
outcome of convertibility 
and foreign exchange liberal- 
isation. 

When the former Labour 
government tried to intro- 
duce capital gains tax two 
years ago. share prices fell 
between 15 and SO per cent 
and the business lobby suc- 
cessfully campaigned 
against any tax reform. 


the US have lowered Mr Ara- 
fat's expectations, it seems 
Israel will not accept Wash- 
ington's plans, not yet for- 
mally presented but well 
known to both sides. 

Mr Netanyahu says the 
nationalist and settler lob- 
bies in the coalition which 
are grouped around The 
Land of Israel Front will 
oppose any poll back and 
could topple the govern- 
ment 

But governing Likud depu- 
ties admit Mr Netanyahu 
has never called the bluff of 
the nationalists. And in any 
case the government would 
not be toppled since the 
opposition Labour party 
would vote for a second rede- 
ployment 

Mr Netanyahu also says 
he raw only hand over “a 
single-digit percentage" for 1 
security reasons. j 

But the US has said it is 
prepared to monitor how the 
Palestinians are cracking 
down on . terrorism in order 
to comply with Israel’s secu- 
rity needs. 
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Low turnout a blow to Abacha 


General Sani Abacha 1 s 
campaign to be elected as 
civilian president of Nigeria 
later this year was dealt a 
blow at the weekend as the 
electorate largely heeded an 
opposition call to snub 
national assembly elections, 
Michefa Wrong reports. 

The low turnout was being 
interpreted by the opposition 
as a “no-confidence” vote in 
Gen Abecha's rule. “The 


boycott was an absolute 
success,” said Mr Oiisa 
Agbakoba, leader of the 
United Action for Democracy 
group. His movement called 
for national protests against 
Gen Abacha on May 1. 

The boycott was called after 
the last of five registered 
political parties last week 
nominated Gen Abacha as 
sole candidate in presidential 
elections due on August 1. 


General Abacha has not 
declared his intentions, but 
few doubt he is determined to 
remain in power while 
shedding his uniform. 

Electoral commission 
officials said voting yesterday 
could have been the lowest in 
any poll since Independence. 

■ Above: Officials wart for 
voters at a polling station In 
Lagos. Reuters 
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Insurance 
broker urges 
income code 


By Christopher Adams, 

Insurance Correspondent 

One of the world's biggest 
commercial insurance bro- 
kers is urging the industry 
to draw up a global code of 
practice that would provide 
a consistent set of rules for 
how companies are remuner- 
ated. 

US-based Aon Group 
believes such a move would 
reassure corporate buyers of 
insurance, who pay brokers 
for representing their inter- 
ests in dealings with insur- 
ers, that pricing was trans- 
parent 

Risk managers responsible 
for buying insurance at 
some of the world's biggest 
companies have expressed 
concern over the payment of 
incentives to brokers by 
insurance underwriters. 
Because these sums do not 
come from customers, they 
could conflict with the bro- 
kers' interest in getting the 
best deal. 

Ron Forrest, a senior exec- 
utive at Aon. suggested that 
regulations which govern 
the disclosure of broker 
remuneration, and which 
vary from country to coun- 
try, should be reviewed. 

“It would be helpful to 
have a code of practice that 
meant there was a consist- 
ent approach worldwide." be 
said yesterday. 

His comments came ahead 
of an annual conference of 
risk managers in California 
this week, where payment 
practices are likely to come 
under renewed attack. Many 


risk managers have said 
they find it difficult to 
obtain details of remunera- 
tion. 

The UK government, 
meanwhile, is reviewing the 
regulation of general insur- 
ance broking. 

A global code of practice 
would recognise that brokers 
received payment for work 
they carried out for insurers, 
said Mr Forrest. It could also 
suggest that the level of 
remuneration stay within 
appropriate limits. He added 
that 2 per cent of Aon's 
$3.2bn overall broking reve- 
nue comprised payments 
made by insurers. 

However, Mr Forrest said 
it was not practical to dis- 
close every incentive agree- 
ment it had with insurance 
underwriters when dealing 
with clients. The incentives 
related to books or business 
placed with insurers, and 
not specific transactions. 

His views contrasted with 
those of some brokers. Berry 
Palmer & Lyle, the specialist 
Lloyd's broker, has sent 
letters to Us customers say- 
ing it does not accept incen- 
tive payments from insurers 
despite being offered them 
on several occasions. 

The British Insurance and 
Investment Brokers Associa- 
tion. a broking trade body, 
said it was also in favour of 
a global code of practice for 
the industry. The Associa- 
tion of Insurance and Risk 
Managers expressed support 
saying it would lead to 
greater disclosure. 
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By Louise Lucas ta Hong Kong 

For one of the most densely 
populated areas of the world, 
large areas of Bong Kong are 
looking rather empty: shops, 
apartments and offices. 

Jobs are disappearing and. 
with them, spending power. 
The unemployment rate for 
the three months to March 
rose to 35 per cent high, just 
below the 1995 peak of 3.6 
per cent, and economists 
predict the figure could rise 
to as high as 5 per cent. 

Cuts are being made 
across the job spectrum. 
Last week British American 
Tobacco China dismissed 156 
factory workers - shifting 
production to cheaper envi- 
rons in Singapore and Mal- 
aysia - while some 70 Daiwa 
Securities (Hong Kong) 
workers became the latest 
casualties in the financial 
services sector. 

The damage to the econ- 
omy stands to be greater 
than the number suggests, 
as the one-time “untouch- 
ables" - lawyers, investment 
bankers and top-level man- 
agement - loses their jobs 
along with factory and con- 
struction site workers. 

“Professional unemploy- 
ment this time is much 
greater than any period in 
Hong Kong’s modem his- 
tory," said Dong Tao, senior 
economist at Credit Suisse 
First Boston. “This brings a 
big problem because the 
implications go beyond retail 
to the property and hanking 
sectors." 

Alarm bells are ringing 
across the community. Busi- 
ness groups are Raffing for a 
cut in interest rates; union 
leaders are agitating for dole 
payments, an alien concept 
in low-tax Hong Kong. 

The government, which 
since its colonial days has 
prided itself on being non- 
interventionist, is unlikely 
to do either. Instead, it is 
pursuing a package of mea- 


A naiysis of the way the 
Russian economy has 
been functioning dur- 
ing the -earliest 
months of 1998 supports our 
optimistic forecast the present 
year must and will be the year 
of normal economic develop- 
ment of Russia. Though small. 

e progress that was made 
according to the results of 
1997, nevertheless, objectively 
creates sufficient prerequisites 
for consolidation and develop- 
ment of positive tendencies in 
the national economy. 

In the opinion of the Russian 
leaders, everything that leads 
to rise in the national produc- 
tion has the absolute priority 
now. It is impossible to achieve 
the object without a high 
investment activity. For the pre- 
sent we can only establish the 
fact that the rate of reduction of 
Investments has sufficiently 
slowed down. Last year the 
Government managed to 
reduce investment recession 
3.5 times as compared with 
that in 1996. The tendency to 
use investments reasonably, to 
allocate them for the produc- 
tion and branches the products 
of which are in real demand, is 
gratifying In the current year 
we expect increase in the total 
volume of Investments for the 
first time within the whole peri- 
od of economic reforms. 

Attractiveness of Russia is 
growing as far as foreign 
investors are concerned. 
Capitals has gone to our coun- 
try - someone will hardly deny 
the fact today. In 1997 foreign 
investments in the Russian 
economy came to 10.5 milliard 
US Dollars, which exceeded the 
corresponding index of the pre- 
vious year by 61 per cent. Let 
us note that Great Britain, 
according to the data of the 
State Committee for Statistics 
of the Russian Federation, 
proved to be in the number of 
the leaders of countries - 
investors. Having invested 2,3 
milliard US Dollars In Russia 
during a year. Great Britain is 
second only to the USA and has 
materially left behind 
Switzerland and Germany. 
However it is necessary to 
acknowledge that for the pre- 
sent amounts of investments 
from abroad are for from being 
adequate to needs and capaci- 
ty of the Russian market. Today 
Russia gets only 2 per cent of 
the aggregate portfolio of world 

Nevertheless, we are con- 
vinced that Russia's policy of 
openness of the economy in 
combination with its really inex- 
haustible natural resources, 
powerful scientific and techni- 
cal potential, well trained and 
(relatively inexpensive labor 
■area make our country one of 
| most attractive objects of 


sures including retraining 
and encouraging entrepre- 
neurs to establish busi- 
nesses. 

“That's not going to hap- 
pen. People aren't willing to 
invest money at this point. 
People are palling money 
out of the stock market and 
putting it into • bank 
accounts: liquidity levels at 
banks are at all time highs," 
says Tom Monaco, banking 
analyst at Bear Stearns Asia. 

The government has 
sought to pinpoint areas of 
growth but some of these 
have also missed the mark. 
The new airport had been , 
cited as a growth employer , 
in the services Industry, but 
Cathay Pacific, the de facto 1 
flag carrier, has dismissed 1 
880 staff this year. ! 

“To tackle the existing 
unemployment issue effec- 
tively, the primary focus 
should be helping businesses 
reduce operating costs," said 
James Tien, chairman of the 
General Chamber of Com- 
merce which is calling for a 
cut in interest rates. “High 
interest rates put an extra 
burden on business in this 
difficult economic climate. “ 

Inability to address the 
issue could deepen the eco- 
nomic slowdown in the terri- 
tory. particularly as jobs at 
the top end of the market 
disappear. Mr Tao, noting 
that only 22 per cent of sal- 
ary earners can afford to buy 
their own homes, said many 
were already “stretched to 
the maximum" meeting 
mortgage payments. 

As a result, redundancy 
could mean defaulting on 
mortgages. This would in 
turn lead to an increase in 
non-performing loans in 
banks’ lending portfolios, 
which are heavily skewed 
towards the property sector. 

“Hong Kong is primarily a 
financial services dominated 
economy, and this is proba- 
bly where it's going to be 
hit,” says Mr Monaco. 


By James Kynge 

China at the weekend denied 
dumping charges over its 
recent sale of 218,000 tonnes 
of cotton on the world mar- 
ket and said it planned to 
export more as domestic 
stockpiles mounted. 

“It was a purely commer- 
cial action to relieve the cot- 
ton glut In the country and 
it was done by legitimate 
commercial means," said 
Wei Shuben, general man- 
ager of the China tex Cotton 
Import and Export Corp. 

The sale affected world 
cotton futures prices and 
prompted some US cotton 
growers’ groups to ask 
Washington to act against 
Beijing for dumping. China 
has been the world’s biggest 
cotton importer for several 
years, taking about 600,000 
tonnes a year. This year it is 
set to become a net exporter. 

There are structural rea- 
sons for the Increasing 
exports. As grain prices fall 
due to several bumper har- 
vests, farmers have planted 
more cotton to take advan- 
tage of generously subsi- 
dised state procurement 
prices. Output this year is 
not expected to fall below 
last year's 43m tonnes. 

But domestic demand is 
falling as the country's 
wider economic growth 
slows and the local textile 
industry slips into a sus- 
tained decline,' partly 
because of competitive pres- 
sures ft-om south-east Asia 
after sharp devaluations in 
the region's currencies. 

China has announced a 
plan to sell 300,000 tonnes of 
cotton, of which the 218.000 
tonnes represents the first 
shipment. Stockpiles amount 
to about 3.3m tonnes, or 
about 40 per cent of world 
stocks. But as the free mar- 
ket price of cotton in China 
declines, farmers are likely 
to sell more at the higher 
state procurement price - 
adding to the stockpiles. 


China this week begins 
training high-level inspec- 
tors for a unique assignment 
- to fan out into tbe hinter- 
land and find out what is 
really going on in China's 
biggest and often most 
opaque state enterprises. 

The initiative, which has 
the persona] backing of Zhu 
Rongji, the premier, is 
designed to collect informa- 
tion to help the government 
decide how to restructure 
the country's 512 biggest 
companies. The reform of 
these large companies, many 
of which have more than 
30,000 staff, is probably the 


most important single ele- 
ment of Mr Zhu's industrial 
policy- 

state companies in China 
tend to put a positive gloss 
on their operations and, in 
some cases, cover up corrupt 
or irregular practices. Regu- 
lar auditors often have little 
success in penetrating the 
secrecy imposed by 
immensely powerful factory 
bosses, many of whom hold 
ranks equivalent to those of 
minis ters in China's govern- 
ment hierarchy. 

The unique feature of Mr 
Zhu's latest Initiative is that 
the inspectors will all hold 
minis terial rank themselves, 
said Chen Xiaoyuc, associate 


at the School of Eco- 
nomics and Management at 
Qinghua University. The 
ministers and vice-ministers 
involved in the scheme were 
made available for their new 
ta sk * after several ministry 
mergers last month left 
them without official 
posts. 

Mr Chen, who is to teach 
the first batch of about 20 
ministers accountancy and 
other skills, said the first 
course would take about two 
months. More inspectors will 
be trained later. 

Mr Chen said the statisti- 
cal profile of large enter- 
prises was often distorted by 
several factors. Sometimes 


shipments of goods from one 
subsidiary to another were 
recorded as sales, even 
though the group derived no 
revenue from such activities, 
he added. 

China’s top 512 companies 
have been earmarked in Mr 
Zhu's reform programme to 
become the country's indus- 
trial mainstay. 

There is much debate 

behind closed doors about 

which of them should be 
merged, split up. list®* 3 095 
the stockmarket or dealt 
with in other ways. 

Chen Gang, the general 
manager of one of tbe 512, 
the Northeast Pharmaceuti- 
cal Group, said this month 


he was awaiting instructions 
from Mr Zhu about tbs fats 
of his enterprise, which 
emptovs 35,000 people. 

He said be did not agree 
with the conventional. wte 
dom that Asia’s financial cri- 
sis had discredited the South 
Korean cA&ebol model of 
development, similar to Chi- 
na’s. 

“If Korea hud not had this 
type of chaeboL their devel- 
opment would not be nearly 
as successful over the past 
20 years as it has been." said 
Mr Chen. 

There was a possibility 
that his factory might yet be 
merged to make It even big- 
ger, he said. 


Indonesian police ‘kidnap activists’ 


By Sander Thrones in Jakarta 

Student demonstrations 
against the rule of President 
Suharto of Indonesia esca- 
lated over the weekend, 
sparking clashes with riot 
police and new allegations 
that the military have taken 
to kidnapping protesters. 

Doctors said 10 students 
were wounded by police dur- 
ing protests on Saturday on 
the island of Lombok, a pop- 


ular tourist destination. 

Protesting students in 
Medan, on the island of 
North Sumatra, on Saturday 
accused security officials in 
plain clothes of kidnapping 
five activists following simi- 
lar clashes cm Friday. The 
growing number of confron- 
tations between police and 
students, as well as numer- 
ous kidnappings of student 
activists, come as the stu- 
dents obtain growing sup- 


port among Moslem leaders, 
academics, newspapers and 
even active officials. 

Ministers, military leaders 
and the vice-president have 
met student delegates to 
hear their demands for eco- 
nomic reform, stabilisation 
of food prices, a battle 
against corruption and 
increasingly, the resignation 
of Mr Suharto. 

While most other opposi- 
tion groups have been 


detained, suppressed or co- 
opted as soon as they got 
organised, students had been 
left free in recent months to 
demonstrate on campus. Mr 
Suharto has expressed frus- 
tration with the continuing 
protests and diplomats say 
they fear a crackdown by the 
military if students continue 
their efforts to move off cam- 
pus into the streets and get 
other groups to join in. 

This week’s kidnappings 


follow a series or disappear- 
ances of student leaders and 
other activists, some of 
whom have since then 
returned home or been 
found in jail. Diplomats back 
allegations by students and 
human rights lawyers that 
groups in the military or the 
police are behind the. abduc- 
tions, even as some in tbe 
army appear to support the 
protest calls for limited polit- 
ical reforms. 


Estrada widens lead in 
Philippine election 


By Justin Marozzi in Manila 

Joseph Estrada, the 
Philippine vice-president, 
has increased his lead in the 
race for the presidency, 
according to the latest poIL 
Mr Estrada, a former film 
star who is running on a pro- 
poor platform, has a 30. per 
cent rating, well ahead of 
Jose de Venecia, speaker of 
the House of Representatives 
and the administration's 
candidate, who has slipped 
to third place. Mr de Venecia 


ADVERTISEMENT 


investments in the world. In 
2000 Russia plans to attract 
foreign Investments at the level 
of 20 milliard US Dollars annu- 
ally. 

Just to promote investment 
processes in Russia the State 
Investment Corporation 
(Goslncor) has been working for 
more than five years. The object 
of Gosincor is to help investors 


U trillion rubles (at the rate as 
on the end of December, 1997). 
This sum exceeds more than 7 
times the volume of funds 
received by Gosincor from the. 
state. It would not be an exag- 
geration to say that our 
Corporation has gone through. 

In 1997 Gosincor won the 
international recognition about 
which one could only dream 


against guaranties of Gosincor. 

Together with the leading 
western banks Gosincor assist- 
ed in _ the organization of 
eurobond issue for Moscow (Sty 
Telephone Network Joint Stock 
Com pa ny for the amount of 150 
million US Dollars. As a result of 
the world financial crisis the 
issue that was planned already 
at the end of last year had to be 


is slightly behind Alfredo 
T.hn, the mayor of Manila, 
and Lito Osmena. former 
governor of Cebu province, 
both on 13 per cent. 

The poll is a setback for 
Mr de Venecia, who was 
expected to gain ground 
because of the logistical sup- 
port he enjoys as the admin- 
istration’s candidate. 

Tm slightly surprised by 
the margins," said Alex 
Magno, politics professor at 
the University of the Philip- 
pines. “We had expected the 
administration m a ch in e to 
start delivering but jt appar- 
ently isn’t It is going to be 
very difficult for de Venecia 
without some consolidation 
of the other candidates and 
without the outright backing 
of the Church.’* 

The • Roman Catholic 


Church, which plays a pow- 
erful political role, recently 
warned voters in a pastoral 
letter not to elect a president 
on the basis of popularity 
alone. This was a reference, 
to Mr Estrada. , whose social 
life has earned him & flam- 
boyant image. 

“The most probable win- 
ner may be the most proba- 
bly disastrous for the coun- 
try,” said Cardinal Jaime 
Sin. archbishop of Manila, 
yesterday. “The voter does 
not win by pushing the vic- 
tory of a candidate who will 
best advance one's selfish 
interests for selfish interests 
may lead to the detriment of 
millions of others." Cardinal 
Sin also said recently be be- 
lieved Mr de Venecia was 
unable to win without cheat- 
ing. 



VENECIA 


De Venecia feted by supporters, but behind in potts 



Oilmen fear Bangladesh politics may 
cloud development of natural gas riches 



Economy 
of Russia: 
from recession 
to growth 


to pass the whole tortuous way 
from establishing contacts with 
partners to getting profit from 
Invested resources. 

The Corporation was estab- 
lished on February 2. 1993 
under the Decree of President 
of Russia Boris Yeltsin as a 
state unitary enterprise with 
the authorized capital exceed- 
ing 1 milliard US Dollars. Fbr 
the past five years Gosincor 
managed to develop a compre- 
hensive mechanism of advanc- 
ing investments to the Russian 
economy. In 1996 Gosincor - 
Holding Financial and 
investment Association was 
officially established on the 
basis of Gosincor. The 
Association includes commer- 
cial banks, insurance compa- 
nies, investment institutions, 
consulting firms, sales and 
building organizations - more 
than 30 companies in all. 

At present Gosincor - 
Holding is one of the largest 
financial and investment insti- 
tutes in Russia. And it is a 
unique one. There is no such 
other institute in Russia. On the 
one hand, the principal subject 
forming a system of Gosincor - 
Holding is the state corporation 

- a structure conducting the 
state policy, the structure that 
the state confides in and con- 
stantly renders support to. On 
the other hand, the holding 
companies carry on their many 

- sided activities on their own 
and abide by the laws of market 
expediency. 

For the period of five years 
Gosincor together with its hold- 
ing partners has attracted for- 
eign and domestic investments 
in the national economy of 
Russia for the amount of over 


two - three years before. Credit 
tines for Russia have been 
opened or are in the process of 
opening In banks and large 
companies of a number of 
European countries and the 
USA against the guaranties of 
the Corporation. Czechian 
Export - Import Bank, Spanish 
bank Banco Bilbao Vizkaya, 
bank Singer & Friedlander. 
such companies as Motorola. 
Hewlett Packard could be men- 
tioned here. Negotiations on 
the opening of credit lines are 
in progress with export - 
import banks of Italy, Great 
Britain, Germany. Japan. South 
Korea. 

The agreement on the estab- 
lishment of the company far 
managing the share invest- 
ment funds has been reached 
with Flemings Company of 
Great Britain. The very fact that 
Flemings that manages the 
capital in the amount of over 
100 milliard US Dollars chose 
Gosincor as a partner, is signifi- 
cant both for our Corporation 
and Russia as a whole. 

Recently, Mitsui Corporation 
of Japan initiated the discus- 
sion of the ways of interaction 
in realization of large - scale 
program of economic projects 
with Gosincor. in the course of 
negotiations held in the begin- 
ning of March we discussed 
long - term schemes of joint 
financing under the projects in 
such branches of Industry as oil 
- and - ga z, gold - mining, 
chemical, coal - mining, food - 
processing as well as in the 
field of telecommunications 
and real estate. Mitsui (5 ready 
to allocate minimum 50 million 
US Dollars annually for these 
purposes for three years 


postponed till March. 
Nevertheless, placement of 
three - year bonds In western 
markets was more than suc- 
cessful. The number of applica- 
tions for their purchase exceed- 
ed the offer by far. and this 
shows that operators of interna- 
tional share market have great 
Interest in securities of Russia's 
major telephone company. 

Financial crisis that burst out 
in Asia and echoed to that or 
other degree the planet over, 
affected, of course, Russia as 
well. We found ourselves as 
though thrown back to the posi- 
tions that our economy occu- 
pied one year ago. But let's not 
forget that the crisis beside all 
demonstrated considerable 
steadiness of our financial mar- 
ket stability of investment cli- 
mate. We are sure that the 
wave of new upsurge in the 
share market is not far off. And 
this wave will be more steep 
than in 1997. Many reliable 
financial institutions watch 
closely the tendencies in 
Russian economy and are just 
about to take decisions on 
large - scale investment. 
Investors are interested in max- 
imum profit and the markets of 
Eastern Europe, including 
Russia, are the ones that give 
them the opportunity to receive 
it in 1996 Russian market was 
recognized as the. most highly 
profitable in the wortd. It devel- 
oped the same way during 
almost the whole last year. We 
have enough reason to believe 
that this will go on in 1998 too. 
So, welcome to Russia, dear 
investors! 

Chairman of the State 
Investment Corporation! 

Yuri Petrov! 


meats have made personal 
representations to tbe prime 
minister. Bill Richardson, 
tbe US ambassador to tbe 
United Nations, and Derek 
Fatchett. minister of state in 
the British Foreign Office, 
appealed for greater trans- 
parency in the process dur- 
ing separate visits to Bangla- 
desh Last week. 

Bangladeshi officials 
admit they have been over- 
whelmed by the degree of 
international interest in the 
licensing round. “There 
really is an overload on the 
system," said one western 
oilman. “The problem is that 


International interest has been 
especially aroused by Bangladesh’s 
proximity to India, one of the world’s 
fastest growing energy markets 


Robert Corzine and Mark Nicholson on 

a fiercely contested licensing round 

M ore than 20 oil compa- meats have made personal 
nies. including some representations to tbe prime 
of the world's biggest, minister. Bill Richardson, 
are hoping that a week of the US ambassador to the 
diplomatic activity will United Nations, and Derek 
unblock one of the most Fatchett. minister of state in 
fiercely contested explore- the British Foreign Office, 
tion licensing rounds in appealed for greater trans- 
recent years. parency in the process dur- 

The companies believe rng separate visits to Bangla- 
Bangladesh. one of the desh Last week, 
world’s poorest countries, Bangladeshi officials 
may have some of the admit they have been over- 
region's biggest reserves of whelmed by the degree of 
natural gas. international interest in the 

A conservative consensus licensing round. “There 
among diplomats and west- really is an overload on the 
em experts suggests Bangla- system," said one western 
desh may be sitting on oilman. “The problem is that 

reserves of between 30,000bn :... 

and 50.000bn cu ft - up to 

twice the amount in the UK International interei 
sector of the North Sea - 

although some estimates go especially aroused 

as high as SO.OOObn cu ft 

But there are fears among proximity to India, i 
oil companies and foreign 

governments that the round fastest growing CMII 

may have become politicised 

and that the complexity of 

the exercise may overstretch they are already deluged and 
a notoriously Inefficient stretched by existing gas 
bureaucracy, with little operations. But there is now 
experience of overseeing big a frenzy of perception" that 
foreign investments. the country harbours many 

“The process has created world class gas fields, 
such an environment of sus- Tawfiq-e-EJahi Chow- 
pictan among the bidders, as dhury. the senior energy 
well as the people hero, that ministry official overseeing 
many think we may be blow- the round, Last week admJt- 
ing it, just like Nigeria did,” ted that the government was 
says EnayatuUah Khan, edi- not prepared for such a big 
tor of Holiday, a leading industry response. But he 
weekly newspaper. defended the selection pro- 

Concern has arisen cess, promising that the final 
because of delays in award- decisions will be frilly and 
ing the licences, due to have publicly justified, 
been a nn ounced last Decern- He also defended the gov* 
her. The government is now eminent's silence in the face 
hinting that Sheikh Haslna, of press allegations that Tul- 
leader of the two-year-old low, a small Irish oil 
A warn! League government explorer, had leapfrogged 
and who has personally some of the world's biggest 
assumed responsibility for and most powerful oil com- 
the process, may pick the panies, including Royal 
winners by the end of the Dutch/Shefi and its partner 
month. Cairn Energy of the UK, 

The issue has been further whose gas find in the Bay of 
clouded by allegations that Bengal In 1995 led to the 
some companies may have industry’s re-evaluation of 
curried political favour and Bangladesh’s potential as a 
could be set to win two of leading gas producing coun- 
the most promising blocks of try. 
the 15 on offer. “We couldn't contest 

Over the past week both accusations,” said Mr Chow- 
tile US and the UK govern- dhury. “By contradicting 


them we would be saying 
something about the process. 
We couldn't say yes or 
no." 

Although he would not be 
drawn on possible winners, 
Mr Chowdhury said the 
Dhaka government was keen 
to attract as many interna- 
tional oil companies as possi- 
ble: “Tbe more the merrier.'’ 

But some companies and 
foreign diplomats fear this 
could lead to Bangladesh's 
cre akin g bureaucracy being 
overwhelmed by the task of 
negotiating a large number 
of complex production shar- 
ing contracts. 

There are also worries 
about whether Bangladesh 
will be able to manage the 


they are already deluged and 
stretched by existing' gas 
operations. But there is now 
a frenzy of perception’’ that 
the country harbours many 
world class gas fields. 

Tawfiq-e-EJahi Chow- 
dhury. tiie senior energy 
ministry official overseeing 
the round, Last week admit- 
ted that the government was 
not prepared for such a big 
industry response. But he 
defended the selection pro- 
cess, promising that the final 
decisions wifi be frilly and 
publicly justified. 

He also defended the gov- 
ernment's silence in the face 
of press allegations that Tul- 
low, a small Irish oil 
explorer, had leapfrogged 
some of the world's biggest 
and most powerful oil com- 
panies, including Royal 
Dutch/Shefi and its partner 
Cairn Energy of the UK, 
whose gas find in the Bay of 
Bengal in 1995 led to the 
industry’s re-evaluation of 
Bangladesh’s potential as a 
leading gas producing coun- 
try. 

“We couldn't contest these 
accusations." said Mr Chow- 
dhury. “By contradicting 


complexities of creating a 
modem gas industry should 
the companies succeed In 
discovering Targe reserves. 

That there may be such 
reserves are suggested by 
the participation in the bid- 
ding of leading international 
companies as Shell, Chev- 
ron, Mobil, Texaco, Unocal 
and Total. International 
Interest has been especially 
aroused by Bangladesh’s 


and technical problems in 
piping large quantities of gas 
to India. 

But such proposals have 
already run up against Ban- 
gladesh's divisive politics. 
Under pressure from the 
opposition Bangladesh 
Nationalist party the govern- 
ing Awami League, which 
favours closer ties to India, 
has been forced to make it 
clear that an export pipeline 
would only be considered 
after Bangladesh’s own 
domestic fuel needs have 
been met. The country is suf- 
fering from acute electricity 
shortages, In part because of 
a current shortage of gas. 

However, the manner in 
which Bangladesh’s gas 
resources are developed 
looks certain to provoke con- 
siderable political dispute, 
although privately members 
of bath parties suggest the 
debate will probably centre 
more on the method and 
amount of gas that may be 
eventually exported to India. 

Bangladesh's fragile econ- 
omy may also force the poli- 
ticians’ hands. With chroni- 
cally weak foreign reserves, 
it is almost entirely reliant 
on garment exports and for- 
eign aid for Lard currency. 
Gas exports may be the way 
to kick-start one of the 
world's poorest economies. 
Western estimates suggest 
the government could earn 
*500m or so a year from a 
single pipeline carrying 
between Ibn and 2bn cu m of 


t0 J ° B ® of gas a year to eastern India 


the world’s fastest growing 
energy markets, where 
demand is far outpacing 
domestic supplies. 

Most oil companies are 
expected to push the govern- 
ment to approve early export 
schemes should their explo- 
ration efforts prove success- 
ful. Experts believe gas 
reserves from the first two 
foreign projects now under 
way wifi be sufficient to 
cover domestic needs for 
some years to come. 

The foreign companies 
also believe gas from Bangla- 
desh would have a competi- 
tive advantage in the Indian 
market over alternative sup- 
pliers in the Gulf or Centra] 
Asia, which face political 


Some oilmen say such 
exports may even be possihle 
based on existing discoveries 
and prospects, such as the 
Sangu field, which Cairn, 
Shell and Halliburton, the 
US oil services company, 
hope soon to have onstream. 
The companies believe there 
may be scope for sizeable 
additions to the field’s pres- 
ent reserves of around 
l.OOObn cu ft 

But such optimism is tem- 
pered by the concerns about 
the present bid round. “If 
they cock up the bid round, 
if it’s totally un transparent 
then it will be seriously dam- 
aging to this country." said 
one western executive in 
Dhaka. 
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companies Brazil sets 

' * - -fc - ■ - 

pace for 
telecom sale 


HOLOCAUST SETTLEMENT DIFFERING EXPECTATIONS LIKELY TO SLOW PROGRESS AT STATE DEPARTMENT MEETING OF BANKS’ LAWYERS 


By Jonathan Wheatley 
in Sao Paulo 


ip activists 





Brazil's communications 
ministry has announced an 
ambitious timetable for the 
privatisation of the country's 
telephone network, In an 
effbrt to reassure investors 
the sale will not be delayed 
by the death last week of 
Sergio Motta, communica- 
tions minister. 

. It said it would publish 

tender rules on May 29 and 
L accept bids on July 15. A 
( restructuring of the state 
** network - known as the 
* Telebrfcs System - in prepa- 
ration for the sale would be 
. . agreed next Monday. 

“This is very short notice 
indeed,” said Auro Rosen- 
baum, an analyst at Deut- 
sche Morgan Grenfell in Sfio 
Paulo. “They are almost cer- 
tain to relax the schedule 
.t later, but they have given 

the political sternal they 
wanted to give." 

. 1; Mr Motta died of a lung 
condition on April 19. He 
was regarded as the driving 
force behind telecoms priva- 
■ tisation. expected to raise at 

•T""? least $30bn. Responsibility 

* . for the sale was passed to 

-■ Luiz Carlos Men donga de 

■j" ; Barros, head of the National 

-* Development Bank. 

Mr Motta’s death was the 
first of two last week that 
robbed the Brazilian presi- 
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WHITEWATER GRAND JURY TIME IS EXPIRING 

Starr speeds 
pace of his 
investigations 




b politics 
inturai ai 


1 i : C» \ 


By Gerard Baker in W ashi ngton 

With less than two weeks to 
go before the expiration of a 
grand jury investigating 
alleged crimes by Bill Clin- 
ton, the US presided*/ and 
Mis Hillary Clinton, the pace 
of inquiries by Kenneth 
Starr, the independent prose- 
cutor leading the Investiga- 
tion, is accelerating. 

Mr Starr questioned Mrs 
Clinton on videotape for five 
hours on Saturday about her 
work as a private lawyer for 
the foiled savings and loon 
at the centre of the 
Whitewater investigation. 

The session at the White 
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Hillary Cflntorc pictured after 
being questioned for five hours 

House, held in place of a 
formal grand jury 
appearance by Mrs Clinton, 
was the sixth occasion since 
1994 that the first lady had 
been questioned by 
prosecutors. 

The independent 
prosecutor has been 
considering whether to 
Indict Mrs Clinton on 
charges that she obstructed 
justice by covering up 
records relating to her legal 
work as a partner at the 
Rose law. firm in Little Rock, 
Arkansas, while her 
husband was governor of the 
state in the late 1980s. Mr 
CKntftti himself to also under 
investigation by the grand 
jury that he took part in a 
fraud over the property 
development 

But the grand jury 
investigating the allegations 
of wrongdoing by Mr and 
Mrs Clinton over 
Whitewater expires <ra May 7 
and Mr Starr must decide 
soon whether to ask a panel 
of judges to approve a new 
Jury -or whether to abandon 
the Arkansas end of his 
tojqubry, ... 

The proceedings are 
separate tram a Washington 
Stand jury’s deliberations 
over allegations the 
P^&dant had A sexual affoir 
a lamer White House 
o ffirla l and than urged her 
fo Ito about It under oath. 
That grand jury was fanned 


in January and has much 
long®- to run. 

Mr Starr's many-faceted 
investigations continue to 
highlight deep divisions 
within the Republican party 
that threaten the party's 
immediate and longer-term 
electoral prospects. 

Over the next few weeks 
these di visions are likely to 
take centre stage, at a 
damaging time for the party 
as it prepares -to fight this 
autumn’s mid-term 
congressional elections. 

Many moderate Repub- 
licans in the Congress are 
uneasy about the possibility 
that Mr Stair may present 
them with evidence that 
either the president or the 
first lady committed crimes. 
Mr Chnton remains highly 
popular aDd some 
Republicans fear an electoral 
backlash if they try to 
press charges against the 
Clintons. 

Senator Orrin Hatch, a 
senior Republican, said 
yesterday he though it 
highly unlikely Mrs din tan 
would be indicted. 

Other Republicans by 
contrast are eagerly 
awaiting the outcome of Mr 
Starr’s deliberations as a 
means of attacking the 
president. Last week, Dan 
Burton, chairman of the 
House of Representatives' 
Governmental Affairs 
Committee, said Mr Clinton 
was a “scumbag”. Though 
he was rebuked by many of 
his colleagues, his remarks 
highlight the political gulf at 
the centre of the Republican 
party. 

In addition to the thorny 
question of how to deal with 
Mr Starr’s investigation, the 
party faces splits over a 
number of critical legislative 
issues in the next few weeks. 
This week the House of 
Representatives’ budget 
committee will present its 
p lans far the fiscal budget 
for the coining year. 

They will differ sharply 
from the Senate's version. In 
demanding big cuts in public 
spending and tax reductions. 

At -the same time 
Republicans are for apart on 
efforts to reform campaign 
finance laws. Last week a 
group of mode rate s 
embarrassed the party’s 
leadership by forcing a vote 
on the Issue within the next ^ 
few weeks. And there are j 
also divisions over tobacco j 
legislation and new 
financing f01 " . the j 
International Monetary 
Fund, 

The party's leaders are 
anxious to restore some 
semblance of unity befme 
campaigning begins for this 
November’s congressional 
elections in which the party 
is defending a slim majority 
In the House and a larger 
one in the Senate. 


Swiss banks embark 
on tough US talks 


dent, Fernando Henrique 
Cardoso, of his two main 
political operators. Luiz 
Eduardo Magalhaea, govern- 
ment leader in the lower 
house of Congress, died sud- 
denly cm Tuesday at the age 
of 43. 

Speaking at the annumpn . 
ment of the privatisation 
ti me t ab le, Mr Mend on ga de 
Barros said it was still “very 
difficult to say how much 
the system is worth". 

A number of issues that 
will affect the sale price 
have yet to be resolved. 
Potential bidders have ques- 
tioned the ministry's propos- 
als for aggressive perfor- 
mance targets to be met by 
future operators. 

It is also imdwir whether 
there will be a limit an the 
participation of foreign 
operators in bidding consor- 
tia. 

Foreign companies were 
limited to til per cent of con- 
sortia in the recent sale of 
B-band cellular concessions, 
to compete with A-band ser- 
vices offered by the state 
sector. 

"This is a much more com- 
plicated process than the 
B-band sale.” Mr Rosenbaum 
said, “and they are trying to 
push it through much more 
quickly. They might take 
bids for Embratel [the long 
distance operator] on July 15 
and sell the rest later." 


By Warrant Hall tat Zurich 

| The big three Swiss banks 
are to start discussing today 
how much money they will 
have to pay to settle the 
multibillion dollar class 
actions from Holocaust sur- 
vivors, and so begin the reso- 
lution of a public relations 
nightmare which is threaten- 
ing seriously to damage 
their important US business. 

Stuart Eizenstat, the US 
undersecretary of state, will 
chair a meeting at the. US 
State Department of lawyers 
far the three hanks - UBS. 
Swiss Bank Corporation and 
Credit Suisse - plus lawyers 
representing the class 
a c t ion s plaintiffs and repre- 
sentatives of the World Jew- 
ish Congress. 

However, it is unlikely 
today's negotiations will 
reach a quick result since 
the various parties Involved 
have widely differing expec- 
tations of what is meant by 
the Swiss banks' agreement 
last month to negotiate a 
global financial settlement of 
Holocaust-era issues. 

The hanira insist that they 
will only discuss questions 


that directly relate to them 
and will not accept any wid- 
ening of the negotiations to 
take in other Swiss compa- 
nies or government entities. 

By contrast, the class 
actions lawyers are keen to 
widen the scope to take in 


If the banks do 
not move quickly 
towards 
settlement, they 
face boycotts 
from New York 
and California 


the role of the Swiss 
National Rank, which han- 
dled the majority of Nazi 
Germany's wartime gold 
exports. 

Meanwhile, the WJC is 
pressing for items such as 
insurance policies, confis- 
cated real estate and com- 
pensation for slave labour, 
to be added to the agenda of 


any financial settlement. 

The banks have accepted 
the idea of contributing to a 
“rough justice fond" which 
would be placed under the 
supervision of a US court 
Their payment into this fund 
would be in addition to the 
unclaimed dormant accounts 
which are being discovered 
by ex-US Federal Reserve 
chairman Paul Volcker's 
international committee of 
eminent persons (Icep). How- 
ever. they reject demands for 
“exorbitant and unjustified 
sums” and are only inter- 
ested in pursuing a resolu- 
tion that provides them for 
ever with complete release 
from all potential exposure 
from all possible sources. 

The banks are also insist- 
ing that the results of the 
Volcker investigation 
remain the cornerstone of 
any solution and that all 
parties involved, including 
the eiflgH action plaintiffs, be 
bound by Mr Volcker’s find- 
ings. But this is unlikely to 
satisfy the banks' opponents, 
who argue that the Volcker 
committee does not have 
wide enough powers to 
investigate adequately the 




Fijwm tai; will need ail fns negotiating sfcflts ff fib own reputation is 
to be enhanced AP 


question of the banks’ han- 
dling of “looted Nazi gold". 

The banks are not in a 
strong negotiating position, 
ff they do not make speedy 
progress on settling the 
claims, US states, such as 
California and New York, 


are threatening to boycott 
their US activities. 

Credit Suisse First Boston, 
one of the biggest US Invest- 
ment banks, is particularly 
vulnerable to any disruption 
of its powerful Wall Street 
business, while the merger 


of UBS and Swiss Bank Cor- 
poration could well be 
delayed because of opposi- 
tions from the New York 
state hanking department 

If the Swiss banks are to 
draw a Hue under their war- 
time past, they will need the 
support of the Swiss govern- 
ment which is worried that 
the banks will set a financial 
precedent which will be used 
to extort money from other 
Swiss companies. This poses 
an added constraint on their 
bargaining position. 

One side effect of this 
issue is that Switzerland’s 
reputation for settling prob- 
lems by consensus is crumb- 
ling as the banks rush to rid 
themselves of a problem 
without considering the con- 
sequences for the rest of 
Switzerland. 

Meanwhile, Mr Eizenstat 
will need all his negotiating 
skills if his own reputation 
is to be enhanced. 

He needs to reassert his 
authority on a foreign policy 
Issue which was in danger of 
being hijacked by the state 
officials in New York and 
California. It is their threat- 
ened boycotts that have 
forced the banks to the nego- 
tiating table and there are 
signs that California and 
New York are starting to 
adopt the same strategy 
towards European Insurance 
companies which have failed 
to pay out on insurance poli- 
cies of Holocaust victims. 



A positive 
message for 
international 
finance. 


SG is the new name for Society Generale 
Group's international businesses: 

■ Commercial and investment banking 
« Asset management 

■ Private banking 

The SG mark is more than just a symbol: 
it stands for a commitment to apply our 
expertise to achieve our clients’ objectives, 
not just today but for the long term. 


Our recent acquisitions; Hambros Banking 
Group, Cowen & Co, Barr Devlin, and 
Yamaichi Asset Management strengthen 
still further our presence worldwide. 

The Societe Generale Group is the eighth 
largest European bank and sixteenth 
worldwide in terms of assets, and is in 80 
countries with 55,000 people worldwide. 
It is also a leading retail bank in France. 



GROUP 


Socifei GfenArtl* fe regulated by the WA for the 
conduct of investment busfoew in foe OK- 
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MANUFACTURING INDUSTRY PREDICTS SALES INCREASE OF 140% ON LAST YEAR 


World Cup boosts demand for widescreen TVs 


By Peter Marab 
and fiautam Mahan) 

Britain’s TV set industry, 
the biggest in Europe, is 
gearing up for a big rise in 
demand for new generations 
of “widescreen'’ sets as view- 
ers buy in time for soccer's 
World Cup in June. 

Demand Is also being fed 
by the advent of digital ter- 
restrial TV in the UK later 
this year, which will 
increase the quality of pic- 


tures beamed to widescreen 
TVs. 

The industry, which is 
controlled mainly by Japa- 
nese companies, is taking on 
extra workers to cope with 
the rush and investing in an 
expansion of its widescreen 
operations. 

The British Radio and 
Electronic Manufacturers’ 
Association believes 176,000 
widescreen sets will be sold 
in the UK this year, up 140 
per cent on last year. 


That would mean Britain 
accounted for about 12 per 
cent of the expected sales of 
widescreen sets in western 
Europe this year, against 4 
per cent in 1996. Demand has 
been slower to take off in 
Britain than in otber parts of 
Europe. 

The Industry is pointing to 
the near four-fold increase in 
widescreen sales in the UK 
last year, to 73,000 from 
18,000 in 1996, as evidence of 

a rising trencL 


Wldescreen TVs - which 
are said to give better views 
of sporting events - amount 
to only about 2 per cent of 
production of all types of 
TVs in the UK. But because 
they can retail at up to 

£3J00 ($5410). as opposed to 
£3004400 for a standard TV, 
they add up to 5 per cent of 
the value of the UK’s TV 
output 

The extra demand is being 
transmitted in part to 
Britain's TV set factories, 


which employ 12400 people 
and make some &n sets a 
year of all types, about one- 
third of the European Union 
total An estimated 60 per 
cent of the widescreen TVs 
sold in Britain this year win 
come-fram UK factories. •_ • ■ 
Toshiba’s factory in Plym- 
outh, on the south coast of 
England, is Britain's fourth 
biggest TV plant. It has 
taken on 200 temporary staff 
and is looking for a farther 
300 by the end of the year to 


cope with * the rise in 
'demand. . . 

Matsushita, the Japanese 
consumer goods company 
which runs Brito’s -second 
b barest TV fhctCrw in 'Chr- 
dfflfthe Welsh capital, skid 
that since Christmas 1t‘]jAd~ 
seen “a dramatic increase”- 
in the sales of widescreen 
sets.. ; : 

Sony, ' whose south Wales 
plants make about xsot TVs: 
of all types a year, lastyear 
invested £55m in extending 


' its. -widescreen operations, 
creating 350 fobs;: It expects 
its UK sales of widesoeen- 
sets this year to be more 
than three times last year’s. 

-Hitachi, toeJapanesecom 1 
pamy. which runs a' big TV 
.set. factory- in ffirwaun, - 
■ south .Wales, . is trying to 
boost sales through offering 
to refund half, the price, of 
‘aameils widescreen models, 
shoaltf England dr Scotland 
come out top in the soccer; 

• festival ■ ■ 


MPs to 

undermine 


over euro 


By Ham HaHgan, 

PotRkaf CorrespoodCflt 


Public-private 
finance scheme 
set for export 


By Kdxrias Timnfts, 

PiABc PoScy Efitor 

The private finance 
initiative is poised to become 
an export industry for UK 
banks and legal advisers 
versed in the workings of 
the public-private invest- 
ment scheme. Geoffrey Rob- 
inson, a Treasury minis ter, 
will tell a London conference 
today. 

His department is receiv- 
ing almost weekly visits by 
government officials from 
Europe, and countries as 
diverse as Australia, Brazil 
China and the United Arab 
Emirates. They are all inter- 
ested in the process that has 
delivered almost £9bn 
($15bn) worth of projects, in 
capital terms, since Its 
launch in 1992. 

The Netherlands, which is 
Interested in using the PFI 
for transport infrastructure, 
including high speed rail 
and freight links, roads and 
port developments, is consid- 
ering setting up a task force 
modelled on the one which 
runs the PFI within the 
Treasury. 

South Africa is evaluating 
bids for four privately 
financed prisons. 

Tim Wilson, head of the 
prison service contracts 
group and shortly to take 
charge of the policy team on 


the Treasury task force, is 
on South African evaluation 
panel p««mc on experience 
gained in the UK. 

Tender documents and 
copies of contracts used in 
the UK have been shared 
with South Africa. 

The PFI in the UK has 
attracted European and 
American business, but 
increasing interest in the 
idea abroad offers a big mar- 
ket for British companies 
skilled in delivering projects, 
according to Adrian Mon- 
tague, bead of the Treasury 
task force. 

The PFI with risk trans- 
ferred to the private sector, 
has not taken hold on conti- 
nental Europe but the 
arrival of a single currency 
and budget constraints 
imposed by tbe Maastricht 
criteria are heightening 
interest. Treasury officials 
say. 

According to Mr Wilson, 
the third and fourth waves 
of privately financed prisons 
are delivering additional 
savings of 20 per cent on top 
of the 10 per cent saving on 
the cost of traditional pro- 
curement that the National 
Audit Office has said was 
achieved by the first three 
PFI prisons. 

Today's conference is 
sponsored by the UK Trea- 
sury. 



Runners fai yesterday's London marathon pass through Tower Bridge. A record 29414 finbhed the race, in which most taka part lor charity. R 


Irish investment agency plan rejected 


By John Murray Brown 
in DuMn 

The pro-British Ulster 
Unionist party, the biggest 
party in Northern Ireland, 
has turned down an offer 
from the Irish, .republic to 
pool the investment effort of 
the Belfast-based Bidudtrlal 
Development Board with 
that of the republic's Indus- 
trial Development Agency. 

The offer to create an all- 
island investment agency 
was made during tbe recent 


peace talks in a meeting 
between senior aides of Ber- 
tie Ahern, prime minister of 
the republic; and David 
Trimble, the UUP leader; - 

As part of the proposal, 
the Irish wanted Northern 
Ireland to harmonise corpo- 
rate tax rates, bringing them 
in line with the 10 per cent 
rale in the republic. 

The UUP is understood to 
have argued' this would 
undermine the province's 
eligibility for continued bud- 
getary support from the UK. 


Gordon Brown, ' the: UK 
chancellor of the exchequer, 
is likely to discuss such 
Issues when he visits Bel- 
fast, the Northern Ireland - 
capital next month to' Unveil - , 
an economic package to . 
underpin the settlement.- - . 
• Mo Mowlam, cfaeENorto-^ 
em Ireland nrinisfer in toe 
UK government, was 
accused yesterday by oppo- 
nents of the peace agree- ' 
ment of leaking -details to' ; 
Sinn F6in, the political wing 
of the Irish Republican 


Anny, of a bugging opera- 
tion of senior officials of toe 
party. 

Peter Robinson; the Demo- 
cratic Unionist party deputy 
leader, said Ms Mowlam had 
_"*eH&er deliberately, or .otb- 
prwSe” leaked details of the 
'surveillance to Sinn Ffein 
during the multiparty talks. 

Sjttn Fdin confirmed a 
device had been found at the 
home of a. relative of Gerry 
Kelly, one of the party's 
talks negotiators. The party 
raid it had been preparing a 


file of complaints. , which 
Gerry Adams. ; Sinn Tdin ' 
president, will present 
Tony Blair when -tljey meet 
today. But KnnFpiri saffl^da; 
Mowlam had Hdthfag'ito-. dfl' 
with foetieak. It accused the 
DUP and “securocrats” in 
the police., and army of 
attempt^te^o!v i sour the 
improved relations between 
Sinn Fein and the prime 
minister. A Northern Ireland 
official described the DUP 
allegations as "nett worthy of 
comment". 


Tbe UK government's single 
currency strategy will be 
considerably 'undermined 
this week by an influential 
committee erf MPs," only days 
before Tony .Blair, prime 
minister, presides over the 
European Union summit to 
agree toe euro's launch. 

The Treasury committee 
will on Tuesday publish a 
report warning that judg- 
ment of Britain’s entry into 
toe single currency on eco- 
nomic criteria will take at 
least five years from the . 
euro’s 1990 launch, in spite * 
of the government’s time- 
table for joining early in the 

- next parliament. 

- The cross -party report con- 
cludes that the five eco- 
nomic tests to assess 
Britain's Emu readiness - 
set out last year by Gordon 
.Brown, chancellor of the 
exchequer - can only be 
judged across a complete 
business cycle of between 
five and eight years. 

“There’s a committee 
view, strongly reflected in 
toe report, that neither tbe 
success of the euro, nor tbe 
UK's suitability, can be 
established over the short 
term," said one member. 

The report is likely to 
embarrass Mr Blair, who 
will reassert his support for 
Emu membership In princi- 
ple. based an Britain's eco- 
nomic interest, in the run up 
to this weekend's summit in 
Brussels. 

John Redwood, industry 
spokesman in the opposition 
Conservative party, said 
Giles Radlce, the pro-Emu 
committee chairman, was 
“at loggerheads" with his 
; leadership. 

; Meanwhile, the prime min- 
ister's office reasserted Mr 
Bliur’s role in resolving the 
Franco-German dispute over 
the presidency of the Euro- 
pean central bank. 

With Britain holding the 
EU presidency, but not vot- 
ing on tbe ECB chairman, 

Mr Blair Is under pressure to 
negotiate a solution before 
Saturday. 





























Hello from the 

world’s first global coated 

fine paper company. 

From today the leading coated paper 
producers in North America, Europe and 
Africa will operate as one global company. 
S.D. Warren, KNP Leykam, Hannover Papier 
and Sappi are now one. Wherever you are, 
you’ll be able to access the world’s leading 
brands of coated paper* from a single source. 

-AvaWbtetwm toadfrfl paper merd»n l »tt»omfrtm Bib wortd. 

sappi 

The word for fine paper 
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THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


* TODAY 

AtJbey National Treasury ff*% Qd Bd 
«X»FFr«T5.0 

Do WiK etd Nta 2000 S67JD 
Alba l.4p 

A£da^*HBd30D2£».25 
Bralnw (TF & JH) A NAAo 7.Hp 
Brt&an Telecom Nts 2002 S67.50 
CtfY Merchants H£h Yld Tat 1 75p 
r^rolgn A Colonial ktv Tsa o.S8p 
Q««ral Beane SO JO 
HjAuSlaiHip CalWste Sb FRN 2012 

Hbemtn IRS7p 

Mv Global FRN Jul 1099 DM46.62 
Do FBN Jul 10B9 S14J7 

Do FHNJUIpga ¥2014.0 

5®Bai Etac PovrarTVsIt Nts 1998 
E71.25 

Lawn Int Invs Gld FRN 19S8 Si 54.70 
Macro 4 10 

Mrtsui 2.8591 Nta 1999 Y28SOQO.O 
Mofcx $0,015 
Do A $0,015 

Hat West Bank 6% Sb Br Bd 1988 
OMM.Q 

Do Gtd FRN £005 5300 17 
Do Und Vai Rate Nia $1624.10 
Ffetyon 10.50 
Reuter, Q.ap 

Scotiefi A Newcastle Bd 200ft 
£97.60 

Spmtab FRN 133$ $14.37 
Slate Bank o< New Saudi Wales 
lO^vh SO Nts 1990 S 1037.50 
Sumitomo Meta 5.3% Bd 2000 
Y53000QQ 

Treasury 4V5n IL 1998 S2.7D3 
YKK 4’ NE 1998 Y450000 0 

■ TOMORROW 
AIM TM 0 7p 
Anglo 8 O'mss Tst 0.6p 
Atlas Copco A SKrd 25 
Do E SXr4 J>S 

Bank of Nova Scotia C$0.20 
Britannia Bldg Scty 5b FRN 2005 
£20111.30 

Canadian Impend Bank of Commerce 
•250.30 

Cheltenham 8 Gloucester 1 1 *% Perp 


ShBd 62337 JO 

Co-operativo Bank Sb FRN 2000 
£04.76 

DaMppon Ink fiv.% Nts 1999 
Y62SOOO.O 
Faber Prest 85p 
fJerr*TQ FleQge*ng Inv Tst Ip 
Friends hroiy & Sime 0.7p 
Hentys lip 

Italy 10W% Bd 2014 £1050.0 
Jupaer Int Green Inv Tst 2>tp 
Do Units 2 Ap 

Korea Bee Power 8WH Bd 2007 £85J) 
Korea ht Merchant Bonk FFN Apr 
1999 8320.55 
Lax 10.7p 

Lloyds Bank Ser A Vtar Rate Sb Nto 
1998 El 88.17 
Longmead DJ5p 

Niton Dojd Kodan 7ta% Gtd Bd 2006 
3375.0 

Pendragon 7 Ip 

State Bank of New South Wales 
10%% Nts 2000 AS10B.5O 
Toyotw FRN Apr 1898 Y25429.0 

■ WEDNESDAY ATOM. 29 
BPPIIp 

Capita l.4p 

HS8C30p 

Herald Irrv Tst 0.85p 

Land Securities 9Vi% Bd 2007 E95J] 

Law Debenture 17£p 

Liberty Life A330C ol Africa R2-57 

NSCAOJSp 

Perpetual UK Snadar Co's Inv Tst 7p 
Provident Fin ll.75p 
Sedgwick 4p 

Singapore Para Rubber 2T2p 
TR Tech StpQd PI 0876321 p 
Do Units 15.513284P 
Wood lArtfvun Gp 

■ THURSDAY APRIL 30 
AGA AB Non-Res B Skr3 
Ateron 5% Cm Prut1.75p 

Ailed Irish Barks Sub FRN $154.69 
American Ports Services 1A4p 
Bandt 7% Cm Pref 245p 
Barkers Inv Trust 8% Deb 2023 E4 
Do 10'. 5% Deb 2016 £525 


Batteys 10% On Praf 5p 

Btack (A8Q 1,78p 

Blacks Leejjre 10% Cm Pref bp 

Brandon Hire 2.i5p 

Butman Central 6% Cm 1st PreJ 2.1p 

Dd 6% Cm 2nd Pref 2.1p 

Do 8% Cm Prf 2J9p 

Do 7M% Cm Prof 2.537t5p 

Bums Mp Treasury 516% Gtd Cv Bds 

2004 $137 JO 

Cairngorm Dantbakaidori tm Tst 

asp 

CaUabumOJBp 
Card Clear aiSp 

Cereral Htepano EunactpHaJ series B 
NAT Pref $1032 

Oty ol London tav ioy.% Deb 2020 
£5.125 

Cookaon 7% NovCum Pref 1225p 
Carp Andha da Fomonto 714% Notes 
1888 5362 JO 

Crean (J) 714% Red Cv 1993 

£0035852 

Darby Group 1 .4p 

Dartmoor Inv Up 

Do 8WK RPMjM 2005 E4 J77 

Otageo 9A2% Cm Cepttei sertee A 

SO. 58875 

Diagonal ijp 
DWdfl Heel Ip 
Cfecon Motors 5p 
Dobbtes Garden Centres 3p 
Dow Chemical 5097 

Dumyrt mv Trw &2p 

Do Moott+y OASp 

Dunedti Inc Growth 754% Deb 2019 

£03375 

Enterprise 2Jp 

p^gi n n 4 Agency Bp 

Estates Property 10% 1st Mrtg Dab 

2011 £5 

Do 10% Sec Ln 19B3/B8 fiS 
Evans of Leeds 11% Mtg Deb £SJ0 
Finsbury Und e rwriting Trust 2Jp 
Fleming he & Growth Trust &4207p 

Framlhgtoo Owl Trust Up 
Friends ProvMom Ethical Thist 4 J5p 
Do UnBs42Sp 

Fifler, Smith & Timer 654% Deb 2028 
£09419 

Gartmora Bnerghfl Pacific Trust Q2p 
Golden Hope Berta MSQA5 
Govan Sees & bws Rng Rd Pref 
SO1 113 

Do Staring Cash Prof 14 _96p 
Do UK High he 10.02p 


Gmchesur finance 7HK Deb 2020 
E4J645 CT 

Greet Portland Esta 75'.% 1st Mtg Deb 

2027 E4J301 

GuktaS Prop 6% Cm Prof 2. Ip 
Haynes Pubfag 08p 
Heavftrae Brewery 1114% Cm Pnef 
5.75p 

Henderson high tec 1 7p 
Homefoerts hoi) Class A Mtg BFR 
2030 £117.18 

Do Mezzanine FRN 2030 £20020 
Hometoene (noa CtassAI FRN 2028 
£7.55 

Do CfeBB A2 FRN 2028 £188J92 

DO CttSSB FRN 2028 £19084 

DO Oa»C FRN 2028 COS JO 

hvwaek3J8p 

INveSCO Bswprtae 0 J75p 

Ireland 6V4% Each Bds 2003 Eli2fi 

Jarmyn Inv Praps 3 Jp 

LASMO Units $4329p 

LaBwn (J) 8% Pruf4p 

Liberty Inti A Cv Pref I2p 

Do B 8% CV Prof 3p 

Do 5fe% Sub Cv Bds 2000 2J5p 

London Merchant Secs 7W4 Or Ln 

200006 E3J75 

Lookers 5.65p 

Lowe's Sa055 

Mercury Grosvmor Trust 4 J5p 

NatWest Vanabte Rate Cap Notes 

2000 $1466.75 

Peel 10% On Pral 2J5p 

Do av* 1st Mtg Deb 2011 GAJ0375 

Peat South East 10% 1st Mtg Deb 

2028 £5 

Do 11%% 1st Mtg Deb 2818 £5.8125 
Do 12%% 1st Mtg Deb 2015/20 WL2S 
Pennlna AM VCT h2p 
Perdmmon 6Jp 

Porta S Sindertand News 6% Cm Are! 
3p 

□o ii%% 2nd Cm Pref 5.75p 
Prolific tecome I.TBBp 
Provand I^Sp 

Royal Bk of Canada FRO 2005 947.92 
Schroder tec Growth Fund l.lp 
Scottish Inv 4% Deb £2 
Do 4H% Deb £2.125 
Do 5% Deb GUO 

Scottish 3 Newcastle 4.8% Cm Prof 

zap 

Seagram Dbbs 12%% Dab 2012 
£8.1875 

Second St Davfcfs Inv 2p 


SF1 0.4p 

Shkee Inoome A2p 
Smafcr Co'b Inv lflp 
Eft Pan-European CL5p 
Thorntons i^j 

TMC PfMBS Ctaas Nts noe July 2029- - 
£19053 

TMC PflUBS IMS April 2029 »805 
TMC PlMBSno? Jen 2029 £3036 
TMC PIMBS no4B Get 2029 £19225 
TotomthDombfcn CSOW 1 ' 

Total Office 3^p 

Traransnenco SO AO 

Ultra Electronics 4 Jip 

Unrverarty of Lancaster 991% Deb2028 

£2.4375 

Upton & Southran Cm Or Pwf 2p 
Va me 7% Cm Pral 2ASp 
Do4W4AGn\Pre!1575p ‘ J 
Do 8%% A Cm Pref 227Sp 
Vlglen Tech 04p 
Web Fargo FRN 2000 $4044 ' 
WpoMcft FRN 1998 BT88JM 
Wjyevale Gatoan Centres 2.7lp - ■ ~ 

■ FRDAY MAY 1 
Abbey NBBwvd Funding 6.1% Dual 
Curr Gtd Nts 1999 Y254l.ee 
AMEC EWp Cm Cv Prof 32Sp 
AmerttBCti $030 

Assoc British Porte 11%% Bds 2011 
5p 

Avmin R0.075 ■ 

Ban Atlantic S0.77 
BET 4Vi% 2nd Deb G225 
Bnstol Cap Deb £1.75 
ChMtnte 2-9p 

Crestan Land & Eats 8% Cv W 3p 
Dundte WorkMds 3K% PKf £1.75 
EJsavar NY TRU6 
Erpmnet H« 2.1Bp 

Fleming MercanSe Inv 4p 

Fulong Homw 32p 

Pyfhs 025p CV pref KO04125 

Genfinanee 11JS1% Ln 2007 {S8 jS5 

Govwment of CHbreftar 11*94 Ln 2005 

£5.0375 

Greece 7% Ral Ln 1924 3Sp 
Do 794 Ref Ln 1024 Fd Bde 1985 
87Jp 

Hardya & Hensons 5% Pref 1.75 b 
J toadway 065p 

Hydro-Ouebec 9%% Debs GwiesGG 

2001 ccas 

Inv Trust of Guernsey l.884p 
taotron 043p 


Johnson Group Cteenam e.Bp 
Lang (J) 6 l 4% Pref 35p 
Lwnorrt 6% Pref I^Bp 
DO 5.6% 2nd Cm FW Z8p 
Do»%.3rdCmPrefft»- 
Uoyds JS8 if Jlp . • 

Londonderry tot & Harbour Comma . 

El .75 

London Stock Exchange 10H% Dab' '. 
2016 £5.0625 . ■ ■ 

MerehaDB 10% cm Pref 5p 
MtxSariay O.Sp - 
Merttwte Trust 49ft Deb C2 
Mdand Sank 7.85% Sub Nts May. 
2025 $5737.50 - ' 

Montreal 3% Deb £140 
Moorepay 095p 
Norwich 3% OabClJH . 

No tU ri gHs m Corp 394 Irrd Cl JO . 

NWFaap: 

PbMand 3.15% Cm Pref fjTSp. 
Patoraon Zochdnfa 6a5p 
Do A >4V B.66p ‘ ’ 

PRbo 3p • 

DoA3p. 

Rank l2.75p 
Read ted 102p 

Refafl Ccrp8rt% Cm Pref 2^75p 
Reuton ADR £32127 " 

Rteanto2^p 

.Sanderson Bremaf Motor tLftdp 

8 dw i 18p 
DoN/VIBp- 

ScotttNi tow 3%% On Pref £1 .76 
Do 08594 Cm Prtf £1.923 
Do 4^5% A Cm Prof E2JZ75 
^benwood ten SJJp 

Sncter |Wrn) 2Af> - • 

Steger & Friedfandar 8K% Cv Uns Ui 
2000714 EMS . 

Spsrgo OonauBtefl.3.75p . 
TatevtaiooGorp £5(s 
Ter Inv lip . \ 

Tottenhem Hdtspre033p 

Treats 05p' ' 

TrtnBy M 9J2p . 

Vardcn 1 .6p 

Whiteread 4%% let Cm nor 1 .57Sp 
Do B%. 3rd Gm Prof 2.1 p . 

Do 7% 3rd cm Pref 2A5p 

■ SATURDAY MAY 2 

CornweS Paricer l^p 


UK COMPANIES 


■..TODAY— 

COMPANY MEETINGS: 

Brandon Hbw,-Rrip» Waterhouaa, St, 
George Stream Bristol, 030 
Darby Greop. Derby House, 

- Burring**! FH. North Ijnc*. MJQQ , 
UOim kw TVwrti Temple Court. Tf. 
Oueen Victoria Street EC. 12.00 
Murray but Strsholyde Suba, 
Qteagorr Royri Concort+WL 2. 
SaucWefiaB-Stittt Glesgaw. 12J» 

Eft Pi-Bwpeast tmr Trust 10, 
Stone B'dgs. Unqotrrs m WC, 9.19 
Sboprtte. Shearwater Suite. Starts 
.HosA. Central Promonade. Dtxjgtaa. 

Me OtMen. 12JJQ _ 

BOAflO MEETMJS: ■ - 

Fhete ’ . 

C Mdwelf Inve ebn e ata; BS Group . 
Interims: 

Debc nh ama: Sb a i e u ncWanJe 

Storeys 

■ TOMORROW 

COUflWIY MEETWGS: 

Itanhenft. Steger & Frietferider; 21. ■ ■ 

New Street BMwpgm EC, 2JKI 

. Pacific A— a ll, 1, Chariofte Square. 
Bflrfcu#L 2 ja 0 

Pegasus (boqp, Orion House, Orion 
Wey. Kutreriog, NoiAaM 12JX) 1 

Stngepora Pan Rubber Ete, 3. 
CtanricsRto Gardens, Tunbridge WSDs, 
KOTO, 1.1 JO . . 

Trust Motor, Leeds Marriott Hotel 4. 
Trevelyan Sq. Boar Lane, Leeds, 12.00 
Vyniura, Aldernvy House, 15. Queen. 
Street EC. 12.00 

Wood {A). Bradwed Woris. Longport, 
Stoke-on-hrent 12.00 

BOARD MEETINGS: . • 

FteekK 

sau 

Intarima! .... 

Ftoemet; Leeds Sporting: McCssOiy 
& Stone . 

■ WEDNESDAY APRIL 39 
COMPANY-MSIVIGS.' . 


BBA, Ouaen Ourlone Room. ChBW« 

K^«OnerttelHydeP»% 
Kriightabridge. SIV. 1200 
' Aarrwpaoa. Ouecn^^^’ “ 

corteronco Cmtre. Sanditery. 
WBStnBnstar.SW.liM 
Fta*. Ccrnmonwritfi House. 1. Ne« 
Oxford Street WC. 11.00 
Graham, Forte PtestoauM. Bnghousa 
1130 _ „ 

Hewtofsoa Mgh tocome Trust 3, 
Finsbury Avenue. EC. i" 3°. _ 

Loriaa. Trinity Court. 16- John DrfW 
Street Manchester. iO» 

REA Biothera, Mertaianf Tariw^ HatL 

3ft TTwactoaadlaSt EC. 10-30 
Spandex. im PBrti Avenue. A^ec 
West Aknondsbury. 0«oL 10-00 

SvrallowflBkL Castte Hotel Toteton. 

Somerset 12J0. 

BOW®_ MEETINGS: 

Ftrotot 

CfttoBsekncer. Mscox RlW Hooate: 
S Woh 

.WsrimE 

Tliraetofltoln United; VTR 

■ THURSDAY APRS- 3D 

COMPANY MEETINGS; 

Pwtttand Qroopa The PvrtAard Centre, 
Squires Lana Rnchtey. N. 10.30 
TetevMoa Corp. 30. Sathvffle St W. 
10.30 _ 

WSP Group. 2+^0. Hotoom. EC. 

11.00 

BOARD MEETINGS: 

Infertma: 

ArcacSa Group 

■ TODAY MAY 1 
COMPANY MEETINGS; 

Clarke Dt Smokteg Room, Sfemxons. 
Strand. WC. 12.00 

Servomax, Buxted Part. Hotel Bunted. 
East Sussex, f 1.00 

Company meebrigs are.anmwl gerieraf 
^nweftegs wtiass otfienWas afate d. 

: Fteports ml accounts are not avMlobfe 
Until appnaJrjutaly sac west* after the 
board meeting to approve tha 
preliminary results. 

This fist b not tramprahensno. 


JR S 


•j} 


CONFERENCES & EXHIBITIONS 


MAY5-8 

Conference on International 
Securities Lending 

Co-spenwieil b> VSL\ ll'.K.) and RMA 
'USA), a jomi USjEuropean Scairiiks 
Lyndin” Qnfcnavu Mvoing die industry. 
Issuer disciiued und updates from kndmu 
awoatietts norldvide influence lending 
market} y totally. Keynote address 
Vu-dnoday by Rl ftouorable Omoophcr 
PaUen. Former Gswanonr of Hong 
Thurrijy's address by Deborah Mandiim. 
CNN jKhoraxIcwiffy wra kBiL 
Cnntaer Robert Morns Associates, 
men uan the FT Ad 

Tel: S0&-6T:-7b:i Fax: 215-440-4100 

Grand Hold. KruHtapobAv 
AMSTERDAM 

MayT-'- 

The UK & International 
Economic Consequences of 
the Millenium Bug 

Breakfast Seminar Bam - 1230pm 
Leadng UK US and Euro Speakers 
ind Cheryl Gian MP, Malcolm Bruce 
MR. Ss Mchael BefL Alan Jones 
u3E. Jan Timmar, Dennis Grabow 
(tebate the economic & fiiandal 
consequences of tha bug. Topics: 

WiQ Govt Depts. be ready In time tor 
the private sector? When pcs to 
invest in. Progress in other countries, 
insurance exclusion. Property prices. 
Speakers from Action 3000. Scottish 
Widows. FPD Savtils. US Congress. 
Target audence: CEOs in sfliy 
Jhan economsfe & nvestnert 
analysCr'mgrs 

Bponoora: Aon, BNAG. Nahcnd 
MeesABoomtera Network coverage. 
Tabes of 10 £1 BOO. SrotesaaeClsO 
+ vaf. Induces Fid Engfish Br^ctaL 
Cafl: insuance Special Reydon 
HU Hse, Wroxlon, Oxon 0X125 6PY 
+44(0)1295730171 fax 730962 

Aon lomlonl 

Sflay 7 : “8 •. ' 

Energy and Development ‘SB 
3rd Greek National Energy 
Conference 

A r.vo day event orgarased by 
ENEAGIA magazine in assoaaBon 
vrth ihe "Cenlre for Global Energy 
Studtes". The conference has been 
esiabfished ovw ihe pasl yeas as a 
rivaior event m Greece for energy 
pjhcy and busrass. Top 
government oftaate and senior 
industry ej ocuirves Irom Greece and 
abroad will patopale with keynote 
presentations and panel bsaraons. 
The conference covers many key 
issues inducing: Investment 
Opponunrtws in Greece s Energy 
Sector. Martel C om p efo n and 
Iraependent Eiwgy Production, 
Energy Poficy Presentation of 
■3roeces Energy Sector. Energy 
Tjbcy dc. 

S450 ind VAT 
Contact: Aspasia Petanl 
Tel: (00301) 3640278, 3828457 
Fax:(00301)3646144 



□ Yield carve and Interest 

13-15 May 

-I Swaps and 
interest rate dotrathres 

20-22 May 

Zi Bond Trading and 
Portfolio Management 

26-28 May 

~i Stmctured Prorinds 

17-19 June 

j Applied Options Pricing 
and Trading 

2 J-25 June 

£2,1 (B for each course 
(£1 ,800 for ISMA member firms) 

All nwiw include extensive 
use ol marker vimul.iticnt using 
the dcalinu room fuciliiies at 
ihc fiurpose-built ISMA Centre 
on The Unncrtuy of Reading 
campus. 

Ml eotirws laueht by aeJdemics 
« lto were formerly industry 

pnikUliiners. 

funft:r dciil'. can be ohumed Irom 
Elumc Retd. 

Tel. ill IS v.»l r.1 in 
Fj\:UUS ,, .I t>ti» 

Fnvjil: e reidie iraiaci'nm.Milg i.-.uk 

« h n.iMnjccnue.rd}: jc.uk 


MAY 7-8 

Negotiating International 
Gas Contracts: 

Avokfir^ thepttfaBs 
The seminar ecnccntmes on dx: spool] 
aspects of Ihe gas indintry. and of gm 
irurtxts, which complicate (he financial 
dcs^ai and implementation of natural gas 
projects - pipelines os wdl as LNG ptann. 

2 dajs £750 

Corn arc Moira McKinlay 
Tel: UI3X2 344303 
Fat: 01382 322578 
Email: cpmljxSM uDtkcjc.uk 

LONDON 

MAY 11 

Accreditod MBA Fair 
The Assoc iar ion of MBAs' Accredited 
MBA Fair will cover fu D-time, part-time 
and distance learning MBA courses at 
over 40 leading British and comaienlal 
schools. Admission is free. Register to 
attend and receive full deteils vis 
NatlVcst Bank s rcgiaratlon scrvioc. 

Tel: 0*00 SMXfl 

Pan Mall, LONDON 

MAY 11 

HR Systems - Increasing HR's 
Contribution to the Business 
This -jcmiiur examines the increased 
capabilities of the latest generation of 
computer systems - better report 
generation. more meaningful 
manage men i information, greater 
flexibility and integration with other 
software. A seminar for HR 
profcxsHMals wishing to increase the 
effectiveness of thxrir function. 

Canum Sarah Arman on 0171 353 2772 

LONDON 

MAY 11 -13 
Credit Insurance 

Focuses on coverage, risk ident i f i cation 
and financing opportunities. Far hmkatg 
and corporate personnel m trade 

• Fundamentals of credit insurance 

• Main players policy warding, risk 
coverage • The domestic and inemaaon al 
markets • Export credit agencies ■ Multi 
source export credit activity 

Outline and further details available 
Contact: BPP Training & Consultancy 
Tel: 0171 i»2S S4*| Fox: 0171 028 7tif8 
Email: bppxramntpa'ccmpuservejwcn 
OTY OF LONDON 

MAY 11-13 

Essentials of Risk Management 

• Risk Profiling • Risk Reporting 

• Operational Management of 
Dcnvjinc, Ri»l ■ Applications of Risk 
Measures to Foreign Exchange and 
ImcruM Rule Derivatives ■ Audit and 
Control* Regulatory Compliance 

3 DAYS £W75 + VAT 
Cesium: Birctlin International 

Tct 0171 rC* 4 1 12 Fix: 017 1 628 41 13 
Email: bindimu birdtimcotn 
InK-riKt hrtpa'toww.bitchin.cotn 

LONDON 

MAY 11 -13 

The Fundamentals of Leasing 
and Asset Finance 

Rif ocwi-oaicix to tbc ind may. coven all 
aupccV. ol leasing * Docutnatuilxn & Otic 
considerations • SSAP21 tax allowance 
and corporation tax ■ Lease evaluation 

• Applications accounting systems 

• Developments • Administration of a 
toto portfolio 

Outline and farther details avoBoMc 
Cunuev. BW Training & Consutancy 
Tel: 0171 (V2X :>444 Fax: 0171 628 7818 
Email: bppmuninpj'rompuservexom 
CITY OF LONDON 

MAY 12 - 14 

Internet World UK Spring 98 

Expkwr tkt UK’s lorRest nfubitno of 
Inienwi and Intranet business solutions 
The Conference - Register before 1st 
Mai and Save £100. 

Integrate Internet. Intranet and Web 
-rratcgics. 

Coders land the technology and in 

applications. 

Take purl in Tour days of carefully 
focused workshops and seminon. 

Call- i»IQ2t6«fc>7l 

mtcmctworW.co.uk 

Olympia. LONDON 


Conferences 

& 

Exhibitions 


Conferences 

& 

Exhibitions 


ISMA 


Forma 98 - Senior Executives 
Privatization, Financing, 
Regulation, Projects (Gas A 
Electricity) 

KsymrttoMHstBrCuttYur 
Ereumer, Ministry of Energy & 
Natural Resources. TEAfJ. BOTA5, 
Undar a Bcretariat of Treasury. 
IntoGen. NaOonaf Power, NV 
Nederiandse Geauils, GAMA 
todusatas. Shell fntarnaflonai Gas 
LM, The Worid Bank, Kog Hokfing, 
Howard Eneigy Int, Stewart* 
Stevenson, CMS Bectric* Gas 
Co., PadcCorp-, Tayior-De-Jongh. 
The AES Copor^on, AB8 Project 
& Trade Rnanoa. 

FtenWHCKE 
Phone: 00 31 30 2650963 
Ftoc 00 31 302880828 
frttpJAfww^termweV-eurapexont 

IstaDbol 

MAY 13 -14 

Standard & Poor’s DR1 World 
Car and Thiele Forecast 
Conferences 

Juan Jasd Dfu Ruiz. Executive Vice 
President of Toyota Motor Europe and 
Cor G Bun, Senior Vice President of 
Paccar Inc and Chairman of DAF 
Trucks N.V. are joining DR1 to discuss 
automotive haier. 

Tel: 0181 545 6212 
Fax: 01S1 S4SA248 

LONDON 

MAY 18-20 

Understanding Derivatives 

• Background and Development of 
Derivatives • Markets - Financial 
Instruments and Credit Risk « OTC v 
Exchange Traded bsoutnems • Interest 
Rate Derivatives, Financial Futures. 
FRA* ;nd Swaps. Swapt i o ns ■ Currency 
Derivatives, 'Exotic' and Standard 
Currency Option, Currency Swaps 

• Equity and CamnwEty Derivative* 

3 DAYS £875 + VAT 

Contact: Birchin International pic 
TW: 0171 628 41 12 Rut: 017 1 628 41 13 
Entail: bichb^bitdulirflin 
taetnec hnpV/wwwJrindiiaxxnn 

LONDON 

MAY 18-21 

Auditing the Dealing Room 
(Da-mysttfylng Treasury and 
Capital markets operations) 
NEW FORMAT • four days training for 
internal auditors ofTreasray and Capital 
markets operations - FX and MM - 
Bonds ■ Derivatives - dealing. Risk, 
limits, controls. management 
bifonrnihm. GBP 995 jOQ + VAT 
Lywood David International Lad 
Tel: UK 44(011732463014 
Fax: 11X44(011732463015 
e-mail: traminggllywood-di virtoo.uk 
LONDON 

MAY 18- 22 

Extra dates throughout 1996 
Credit Analysis - Level Ttoo 

For those with a good knowledge of 
accounting ft understanding of financial 
statements. Gives more sophisticated 
interpretation, cashflow analysis, 
understanding a busmen & problem loan 
identification. • Rfrfc. Ikpthfty ft c o mpany 
dynamics • Evaluation of financial 
httoniBtian • Cashflow -hnwrical snalyaS 
and forecasting • Groups - a nxmn t iug ft 
lending • Creative accounting techniques 
■PtoHem toss 

OuIBik ft farther detaBs avoOafale 
Concacb BPP Training & CcruuJiancy 
Td: 0171 628 8444 Fate 0171 6728 78 18 
em a i l; bppninittg^iceinixiseneean 

LONDON 

MAY 19 

implementing the Ewe in fT 
Systems 

Find out what TT srraicgics exist for 
aamcnnswbting the ttagje cumney. the 
technical (qjtioas for dealing with dual 
currencies; how IT dep art m ents should 
approach the Euro Conversion Project: 
whether Euro migrations car be tickled 
the Mine way as Y2K. A nut far anyone 
who has systems which process financial 
MontaiaiL Ptwemattoro from: Europe® 
Camrnnsioni KPMG; Global Business 
Ntsworiis; Mercury ktseiaetive; Viasoft. 
UNICOM b 01895 2S6484 
f: 01805 81 3095 WogHuticoiiuM.uk 

LONDON 


MAY 19 -20 

Legal Issues Surrounding 
Y2K and their Solutions 
(Seminar and Workshop} 
Exploring the contractual and litigious 
aspects of the Y2K. nriQennttan wananties 
and outsourcing os a solution to the 
atiHemrium bug. An invaluable briefing 
far Legal Profcswaioh. In-house lawyers, 
contract mansgets wUibi o uuipa i i es and 
MiUenlum Compliance Managers. 
P re s cnmiu os from Baker ft McKenzie, 
Bird ft Bird. Cameron McKenna, Dibb 
Lupton Alsopi Everaheds. Hafberatam 
Has ft Cb. nd the NHS Execntive. 
UNICOM 

c 01893 256484 f: 01895 81 30» 


LONDON 


CBD Workshop - IntroriBctory 
Training 

Staring Software are hokfing a 
aortas of technology focused 
Component Based Devetopmant 
introductory workshops. These two 
day worimlwps wfl bo held 
between May and June and are the 
Bret of its kind. The sessions wil be 
tool independent with the focus on 
sducatkig and Informing Hie market 
place of the red business benefits 
of taking a CBD approach to 
applcation development. 

Contact: EtnDy Browne 
01784212238 


SlbHU \E 

SOFTWARE 


\ London! 

MAY 20 -22 

Corporate Finance Programme 
Intermediate level aimed at tho»e in 
corporates and books who need to 
imdenund valuation, capital structure, 
shareholder value and funding. • Key 
Concept* in Finance '• Cost of Capital 

• Review of Investment Appraisal 

* Debt/Equity Management ■ DCF 
Valuation • Valuation Multiples 
■ Acquisition Funding • Shareholder 
VWuc ■ Practical Case Studies - MBO. 
Ccducc FSMD for course brochure 
Tel: 01625 530050 Fax: 01625 523W7 
E-Mail: traimnpB'fsmLcooik 

LONDON 


MAY 26 -28 

introduction to the. City and 
Financial Maricets 

■ Hlstoricai role of (he Chy • The Role 
of the Bank of England • Banking 
System and Market Participants 
* Organisational S manure and Services 
■l Major Banks • Non Book Financial 
Institutions • Capital. Money and Risk 
Management Markets • The London 
Stock Market- Technology and Jargon 
3 days £875 + YAT 
Contact bbchin international p!c 
Tel: 0171 6284112 Ftac 0171 6284113 
Email: bfrchin@birehiiucani 
Internet: tarpV/www-bnchirucocT 
LONDON 

MAY 27, 28 & 29 
European Business Forum 
Annual Summit on Growth 
Financing 

The aummii dealt with all aspects of 
finance problems for growth companies. 
A post conference seminar an EASDAQ 
ii pan of the program. Experienced 
entrepre n eurs and senior executives 
(tool major investment bankers, law and 
accounting firms present their views. 
Contact CREAVAL sari 
Td/Tax: +3349359 39 50 
E-mail: cresval^nloeondiUr 

CANNES. France 

JUNE 2-3 

Preparing for EMU; The IT 
Challenge 

This event enables you to learn Burn the 
experience of practitioner*, establish tire 
contribution IT can make to EMI! 
Strategy, and be fully briefed rut all IT 
aspeca of EMU. 

bnpVAvww business- uttefTigence. do. uk 
Td: 0181 879 3353 
Fax: 0181 S79 1122 
Email: 

janejnil businesa-intelligeruxco.uk 

LONDON 

JUNE 6-9 
Trends in the Global 
Petroleum MarKet 
P1RA Energy Group's European 
Seminar. Hear PTRA's latest assessment* 
c>r crude oil cupply/demand, price 
differ™ dais, icgron al petroleum product 
market* and the refining outlook. 
Keynote: Walk! Khadduri, editor Mkkfie 
Eas Economic Survey. 

Enquiries: Nami Colton-Max 
Tel: 212-686-6308 
Fax: 212-686-6628 
Email: «*ui#piraxom 

LONDON 



To advertise conferences, 
exhibitions, trade fairs, 
conference venues and 
training courses to approx 
1.2 million readers worldwide. 

Contact Jade Sanderson on 
tel +44 171 873 3507 
fax +44 171 873 3765 


Voice on the Net -.Europe *98 

The convergence of Internet 
amt Telephony 

JoftPutvastirataabton internet 
tetoptiony expert, brings together 
83 speakers in 36 sessions over 
4 days to cower ewwy tecel a( 
internet technology sweeping 
through tha tal aco r n mu nteations 
InAatry. 

Keynotes by Ericsson, Telenor. 
Microsoft. MCI, Dialogic, RSL 
OonnHcticaaons. dsmedta 
(Lucent), and Cisob Systems. 

In Europe: *472242 47 31 
Non Europe: 1516.753^640 
Web: www4jutvurxom/auro98 



JUNE 8-12 

Coiporirfe Credit Analysis 
Skills- Level n 

• Soirees of Informothxi Indudorg Qetfii 
Rating • Nun-financial Factors • 
M an ageoiao Competence - fnterpretxuoo 
of Financial Infonnaricm • Cashflow 
Modelling • Accounting Concept* and 
Standards • Creative Accounting 

* Contingent: Liabilities • Corporate 
Foflurcand Recovery Srrax^tes 

3 days £1095 + VAT 
Contact: bbchin mtcnuriooal pfc 
Teh 0171 628 4112 Fax; 017 1 628 4113 
Email: bvdiin@budiHLcan 
Internet bnpV/wwwJrireJriruwm 

LONDON 


POWER-GEN Europe 'SS 

Europe's largest USOty Conference & 
Exhibition for Senior Executiws from 
Central. Eastern. Western Europe. 
Presenting latest developments an 
strategies, trends, forecasts in the 
Power Generating industry. Over 
200 Innovative presentations. 300 
exhibitors, 6500 conference delegates 
and visitors from 75 countries 
expected. Pius Deaf makers Session 
generating financing end Investment 
opportunities In Europe. 

MoratafanreBoc 
PeraWafl Energy & WDfty Groop 
Ptae: 48138 285 8963 
Ffec 48138265 0828 


| Milan, Raft | 

JUNE 15 & 16 

The 3rd World Aluminium 

Conference 

Speakers confirmed for this event, hr 
association with CRU international, 
include senior executives from Alcan 
Ahimhrlimi Limned. Bill iron Alum initial 
BV, Hydro Alimrintam ExtruMm, Kascr 
Atom in am, Alamlnitira loduttries SDN 
BHT.AhmtM Inc and Alurnlniy AO 
Cooucti Lucinda Roberts, 
FTCcnfercnres 
Tel: +44 171 1W6 2130 
Fax: +44 171 8% 29)6 
Email: fic(^*p <f 9raon-pnxco]ii 
wwwJuanfiirtxKos.com 

LONDON 

JUNE 17 

International Grains Council 
World Grans Conference *98 
"Open grain marketaL-gotog 
for growth ” 

Speakers will focus on onxxtunities Tor 
expanding trade hi a price-conscious 
marks increasingly driven by end-user 
needs «ri by the growing impoitom of 
gnht-bsKd predicts.". 

Concxl: hrtcmaxiooal Grains Council 
TO: +44 171 515 1122 
Fax: +44 171 5130630 

LONDON 


JUNE 17 & 18 

FT Film Finance Conference 
This timely conference will seek. u> 
approach the Film industry ftota a ', 
capital markets- perspective, examining 
the oppottualtiw and problems that' 
present jhemaelveii io portfolio 
investors and corporate financiers - ' 
conteinpUiing m vestment to dris high . 
growth industry secloc . 

Contact S iar Fancoutt, FT Conference* 

TO: 1+44) 171 8962633 - 

Fu: (+44)171896 2696 . 

Email: sian©pear*ai-pro+xnri. 
www ftemrifeancesjam • * 

• LONDON 

JUNE 22 & 23- 
The 21” Annual FT Wbrid 
Gold Conference 
ConTirraed speakers include Mr Peter 
Fava. Chairman. LBMA, Head of 
Precious Metals. HSBC Midland; Mr 
.Bobby GodadL Oncf Exectrtrve Officer: 
Angtogold; Dr Stewart Murray, Chief 
Executive. Gold Fields Mineral Services 
Ltd; Dr RodoIf.Trink. Head of Treasury. 
Strategy Division, Austrian N*icnal Bank 
and Mr John M Willson. Preridem and 
CUcfExecmbre Offioa, Racer Dome Inc. 
Contact Sarah Gibb. FT Conferences 
Td +44171 896 2639 Fax +44171 396269b 
Email: sanhggpeanan pTOJcora ' 

BARCELONA 


Manning the Information 
Revolution | 

Eampean Pharmaceutical Martattan 
Reseanh Association (EptURA) : 

37th SyiopoalaiB 

Thoufltoprovaldngpreountaflons 
EBxj InteracflvB dscusaons on 
I nf or ma tion Ovarioad. Infawnaflon 
Menagernenl Interaoion between 
Mskebng Ressaroh and IT, Rote at 
Martsf Hesoarcri in the Futuro of IT. 
Also feajurBS extensive aoency 

cxhlUHoa 

For Projpamme and 
Regblrafion details consult our 
ursb site: http:ZAaww.epfinira.org 
or contact Janet Henson on 
Tel: +831 30 53 6797 
Fax: +83 1 30 S3 67 59 
wital: henaonacfai B BigliTBnxom 


| Mrolch, Germany] 

JUNE 25-26 
Linking the Balanced 
Scorecard to Strategy 
Don't miss Professor Robert Kaplan, 
co-rounder of the Balanced Business 
Scorecard, at his first personal UK 
appcarreice this year. He, and a rop-ciax. 
qreaker panel will give you the advice 
you need to develop a scorecard 
framework. 

hUp^/nnvwJxHines»-intefliBence.oixuk. 
Tel: 0181 879 3353 Rax: 01 8 f 879 1122 
Email: 

janixmiUagibusinen-Enielli^ncexo+jk 

LONDON 

JULY 6 & 7 - 
FT Corporate Property 
Conference - Winning 
Strategies for Business and 
the Financial Community 
This FT Conference will consider the 
increasing importance of property, both 
as a balance sheet and operatiimal ass ol 
T he importance of financial raariccu 
and professional service providers roll 
■)» he addressed. 

Contact: Lucinda Roberts, 

FT Conferences TO: +44 171 S46212D 
Fax: +44 171 WG 2606 
E-mail: ftc@peaiwm -pro.com 
wvraJ to nftfBBcesxom 

LONDON 

AUGUST 2 - 7 

St rateg i c Brand Leadership 
In Banking - gaining 
Gompetitlvo advantage 

Speakers include senior directors from 
UqydVTSB. Halifax, UFFE. Standard 
Cbanoed. Satoaunx. ABM AMRJO, AIB 
Bank and otben firm Europe and ISA. 

5 days, J3JMM + VAT 

Contact: Bochin buc ro atioosl pic 

Pan la Lynch 

TO: +44 I7f 929 6633 

Fkx: +44 171 929 6644 

Enufl: hjfChnxg htirhrn mm 

Downing College, CAMBRIDGE 


SEPTEMBER 3 & 4 

FT World Aerospace and Air 
TVwwport Conference 

This event will examine the smnegio 
fcn$6canw of crnijaa couaialtekn and 
res redwing of the civil and defence 
aerospace mmfec&tore and civil ariaxm 
sedan. Confamcd qmdeen include senior 
necutives from Atriws Industrie. British 
Airways pic, Banqire Paribas and 
Cnmfieid Cottage of Aerao&utKs. 

OwwL JtwaraEdwBnb.fr 
CanferenoKTO: (+44) 171 896 2555 
FtW(+44» 17! 8963696 
Email: (tc@peaison-pro.c«n 
www.fteMfereimracam 

LONDON 


EUROPEAN MURING grf 
'4 INVESTMENT FORUM V8 1 


JUNE 24-26, 1998 
GHNEVi, SWITZERLAND 


Tvarirring 25. premier 
V: gold, sil\Tt, and 

V platinum mining 
V" companies including 
: £. Newmonc, Placer Dome, 
£ Homestake, Goldfields, 

jV, Normandy; and others 

/ . " ■ 

a’ . Designed foc.quaHficd - 
• imestment 

'• pcufessionals: . - - 

hind managers, I 

, ■ private-money managers, 
meeds analysts 

• • i 

• Meet top management | 

in a private setting ] 

■' * • \ 

Space is limited, j 

inquire today i 


FOR MOKE 
INFORMATION 
Conua the 

Denver Gold Group, USA , 
Pfa: (303) 825-3368 
Fax: (303) 534-5423 
E-mail: afir^donupiiiLag ; 

U*iU.nl)UIUll^rU« liar j 


International Real Estate Finance 
Conference “Creating a New 
Synergy: Global Partnerships 
in Real Estate Finance" 

Sponsored by the Monroe Bankers 
Association ol America (MBA). The 
00)7 inter muonai real estate finance 
conference devoted to mortgage 
finance ixcteGsJonab from dazera 
ot nallors. Sesstons cow recerd 
devetapmeras in tne resklenttai and 
comma dal sectors m emerpng 
maihSta. TapicB include nruiUneial 
sctrvtty. oouemnwn policy perspeciwu. 
secondary systems, MBmetiortte ton 1 
Income housing. Innovative letimotagy 
and trade bantere. 

For furtboftotonnetlon contact 
MBA International Division 
Td: 202 081 6560 

Fax: 2QZB61 0736 

Email: In te rna d ot ra kgratraa-org 


Dsa.'s 


j Maui, Hawaii. USA 

SEPTEMBER 24 a 25 
The 2nd Annuel World 
Stainless Steel Conference 

Creating Markets and Profits 
in Stainless Steed 
Thb FT Conference, ragaabed with CRU 
international, will comadcr (he impact of 
gbtal •aver-capaciiy tvitfant the vector oral 
the need to create and develop new markets 
n mudm socL Raw nuttrral avaihbiUiy 
win alto be among dr aram *Mnwsed 
Contact: Lucinda Roberts. FT 
Conferences Tef: +44 171 s% 2120 
Fax: +44 17 1 8%2o96 
Email: flcy'pearvon procoin 
www.ftconfcrcncex.ccini 

Pittsfaqr^tl, USA 


Planning a Conference? 

Today UK and mfeTTrarioiial 
buxithru iwetines require 
ihc latest in conference 
technology and equipment. 

GMPWER&mmcKntm 

provides everything from 
LCD projection to 
satellite link technology 
hocked up by full technical 
and production support. 

When planning your next 
conference, call the experts. 

Contact- Lin Stroud 

lei: 018 1 897 2736 
Fax: 0181 759 7165 
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PROFILE VAGIT ALEKPEROV, HEAD OF LUKOIL 


A lust for black gold 


John Thornhill speaks to one of Russia's most ambitious oil 
barons, who intends to direct his company on the global stage 


Vagit Alekperov is a 
1 little greyer, a little 
plumper and a little 
mellower than when he first 
set about restructuring the 
Russian oil industry in the 
early 1990s. 

Yet there is no mistaking 
the intensity of his ambition 
nor his determination to 
transform his company, 
Lukoil, from being one of 
Russia's biggest oil produc- 
ers into a fully fledged multi- 
national. 

Ensconced in his luxuri- 
ous office, boasting beautiful 
oriental carpets and the 
green malachite desk furni- 
ture much loved by Russia’s 
tsars. Mr Alekperov has 
already built a company 
with a stockmarket value of 
$12bn (£7-5hn) - considera- 
bly more than the gross 
domestic product of his 
native Azerbaijan. He dearly 
hungers for more. 

In spite of controlling oil 
reserves greater than those 
of Royal Dutch/Shell or 
Exxon, he says Lukoil must 
grow at home as the indus- 
try consolidates. Today there 

are 15 big companies operat- 
ing in the Russian market 
but in future there will only 
be about five enterprises 
operating at an international 
level, he predicts. 

Lukoil is considering the 
purchase of the highly 
prized Norsi oil refinery. But 
unlike some of its other 
rivals, which have merged to 
form new combines, Lukoil 
Is not about to give up its 
identity, says Mr Alekperov. 
“We consider that our com- 
pany has already been 
founded on such high stan- 
dards - meeting western lev- 
els - that it makes no sense 
to change the Lukoil name. 1 * 

Mr Alekperov aims to 
expand Lukoil's presence 
autpide Russia, mainly 


through participating in 
intra-national consortiums in 
Azerbaijan, which be 
describes as “one of the most 
promising oil-producing 
regions of the 21st century*'. 
He also intends to explore 
opportunities in KagaiThgtun 
and. eventually, in Iraq. 

With typical bravado, the 
Azeri businessman believes 
he can teach his western 
counterparts a thing or two 
- even in their own back- 
yards. He has, for example, 
launched (with some audac- 
ity) a chain of petrol stations 
in the US. Eight have 
opened, with dozens more 
planned. “We have found a 
unique niche there. We were 
the first to start building sta- 
tions on supermarket plots,” 
he claims. 

“We were very optimistic 
and confident because we 
thought This is a capitalist 
market where everything is 
understandable and clear.’ 
But we soon realised that' 
there were complexities - 
with documentation and 
licences - and that they 
have bureaucracy just like 
we do here,” he says, permit- 
ting himself a rare chuckle. 

It was just this kind of 


buccaneering spirit that 
stood Mr Alekperov in good 
stead in the early 1990s 
when he helped devise the 
scheme for privatising Rus- 
sia's on industry before join- 
ing the Lukoil group be had 
created. The company, based 
on three production units in 
Langepaz. [Jrengol and 
Kogalym (from which its ini- 
tials are derived) controlled 
some of the country's best 
oil-producing fields. 

Mr Alekperov realised 
more quickly than most that 
the key to success in Rus- 
sia’s re-emerging market lay 
in creating a corporate struc- 
ture that could attract for- 
eign capitaL He hired west- 
ern accountants, bankers, 
public relations advisers and 
management consultants to 
give Lukoil a rational shape. 
Lukoil’s share price raced 
ahead, enabling it to plunge 
into the international capital 
markets. It became the first 
Russian oil company to cre- 
ate a strategic alliance with 
a western firm - Atlantic 
Richfield of the US. 

At one point, Mr Alekpe- 
rov appeared to get quite 
carried away by this market 
euphoria, famously declaring 


on a visit to the New York 
Stock Exchange that he 
would buy Exxon within 15 
years. One of his fellow 
directors later dismissed Mr 
Alekperov's “modesty". 
claiming Lukoil would real- 
ise its goal within a decade. 

But events of the past few 
months have provided a 
sobering reality check for 
the Russian aD Industry. The 
Asian financial crisis has 
driven away many of the for- 
eign investors who once 
clamoured at Lukoil's door. 
The collapse in world oil 
prices has severely squeezed 
the cashflow of Russian pro- 
ducers and rendered many of 
their high-cost Siberian 
fields unprofitable. 

Lukoil itself has taken far 
longer than it first envisaged 
to get its financial accounts 
in order, delaying its plans 
to seek a fall listing on the 
New York Stock Exchange 
and hinderin g its ability to 
raise capital 

“Life has suddenly become 
a lot tougher for all Russia’s 
oilmen," says one Moscow- 
based investment banker. 
“Last year, everyone was 
throwing money at them and 
they thought they could do 
no wrong. This year, the oil 
price has fallen and inves- 
tors have become more dis- 


THE ESSENTIAL GUIDE TO VAGIT ALEKPEROV 


Early careen Vagit Alekperov 
was bom ft 1950 in Baku, 
capital of the than Soviet 
republic of Azerbaijan, which 
has been involved in ofl 
production for more than a 
century. Quickly developing a 
craving for “black gokT, he 
graduated as an engineer 
from the Azerbaijani institute 
of 08 and gas and went to 
work in western Siberia. 

In 1984 Mr Alekperov 
became foe general director 
of Kogalymneftegaz (which 
later became part of Lukofl) 


emerging as one of the 
legends of the Soviet ofl 
industry by building up the 
local infrastructure. 

Politics and oit In 1990 he 
moved to Moscow as a 
deputy energy minister of the 
Soviet government and helped 
devise the structure of the 
Russian ofl industry when it 
was privatised after the 
collapse of the Soviet Union. 

09 and politics: In 1991 Mr 
Alekperov was appointed 
head of Lukofl and started 
modelling the company on the 


vertically integrated 
multinationals that dominate 
the global ofl industry. He 
strongly backed President 
Boris Yeltsin's re-election 
campaign in 1998 and has 
developed dose personal ties 
with Heydar Aliyev, president 
of Azerbaijan. 

Personal wealth: Forbes 
magazine has estimated his 
personal wealth at 51.4bn. 
(£830m). Mr Alekperov says 
he is “financially secure". He 
says he does not own shares 
tn Lukoil 


criminating. It is going to be 
a lot more hard work.” 

Mr Alekperov’s more 
restrained persona these 
days may reflect the pres- 
sures he is under and the 
recognition of the challenges 
that lie ahead. He seems to 
realise that Lukoil can 
achieve little unless there is 
a more general improvement 
in the Russian economy. 

On this score, he has 
mixed views. On the one 
hand, he is encouraged that 
Russia has achieved a large 
measure of political stability 
- as was paradoxically illus- 
trated by the peaceful reac- 
tion to test month's sacking 
of Victor Chernomyrdin as 
prime minister. 

“There was a change of 
government and society was 
absolutely calm. That is 
wonderful," he says. “Such a 
thing has never happened 
before in the past five to 
seven years and proves that 
society Is developing in the 
right direction.” 

On the other hand, he says 
Russia still has to grapple 
with enormous economic 
problems, such as wage 
arrears, defence conversion 
and tax administration. 
“Very many mistakes were 
made at the beginning of the 
[reform] period when people 
were prepared to be enor- 
mously bold." he says. 

Mr Alekperov argues that 
government and parliament 
must work together to pass 
the “enormous quantity of 
laws" needed to create a civi- 
lised market economy in 
Russia and a fair tax regime 
to encourage investment 

“The main goal of our gov- 
ernment in the nearest 
future must be to create the 
conditions for an investment 
boom, both from domestic 
and foreign investors ,” he 
says. Tf this happens then 
Russia has enormous possi- 
bilities of becoming a great 
country in every sphere.” 
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LUCY KELLAWAY 


Getting the flavour 
of the business 


Treating customers and shareholders with 
honesty and respect is a good start if a 
company really wants to improve service 


Dear McDonald's, Your 
burgers are the best I’ve ever 
tasted! Dear McDonald’s, My 
retarded child had a fit in 
one of your restaurants and 
your employees were so 
sensitive and caring! Dear 
McDonald's, Thank yon for 
giving my son a job. and for 
developing his young minrf. 
Dear McDonald’s, Our child 
was ill in hospital and the 
local McDonald’s sustained 
and comforted us through a 
difficult period. Dear 
McDonald's, You do the beat 
kids' birthday parties ever!!! 

With this deluge of 
gratitude from customers 
the world over, the burger 
chain starts its 1997 annual 
report The message from its 
letters page is clear 
McDonald’s is feeding not 
just the bodies but the souls 
of happy people everywhere. 
Shareholders are apparently 
deeply grateful too (which 
seems strange when 
McDonald's underperformed 
the market last year). Mr 
and Mrs Oza from 
Sunnyvale, California, write 
to congratulate the company 
on its “clear vision", its 
share buy-backs and its 
earnings per share growth. 
“Please continue the great 
work!” they gush. 

If all this does not make 
you feel sick, the blown up 
picture of an Egg McMuffin 
on the previous page, 
featuring a bright pink slab 
of “ham" poking out of the 
bun, certainly wilL And to 
cap ft all, there are 
interviews with its five to 
eight-year-old customers - 
“some of our TOUGHEST 
critics" - proclaiming that 
McDonald’s is their favourite 
place in the whole world. 

In true Hfe, McDonald’s 
does have some rather- 
tougher critics than these. It 
must have forgotten those 
two environmental activists, 
and the long running libel I 


suit that drew attention to 
aspects of McDonald's 
business that it does not 
care to advertise. No 
mention of that little 
escapade anywhere in this 
report. 

And what about the 
figures themselves? Mr and 
Mrs Oza might be happy 
shareholders, but there is no 
disguising the feet that the 
company had a had year. 
Michael Quinlan a dmi ts as 
much in his chairman's 
letter, adding: “No excuses. I 
believe we control our 
destiny.” 

That sounds like good 
maehn American stuff - 
until you start wading 
through the excuses he goes 
on to provide. He spells out 
his strategies for controlling 


McDonald’s is 
feeding not just 
the bodies but 
the souls of 
happy people 


the company's destiny, and 
adds (for the benefit of 
shareholders who have 
trouble reading): “These 
strategies use words like 
‘more’ and 'increase'.” 
Compare this with 
Nat West, the UK banking 
group, that has also had a 
difficult year. Last week 
Derek Wanless, the Chief 
executive, used words such 
as “no" and “must change” 
and "survival". That is more 
like it Were I a shareholder 
1 would be heartened to hear 
the chief executive say that 
the company had taken its 
customers for granted for 
too long. It is hard to give 
your customers a better deal 
if you do not recognise what 
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a ropey one you are giving 
them at present. 

If Derek Wanless gets first 
prize for tilling it like it is, 
second prize must go to 
Chris Evans, the 
biotechnology entrepreneur. 
He told the FT last week 
that running a biotech 
company was like colouring 
by numbers: he puts the 
numbers in and bis 
underlings do the colouring. 
“What I have done is sketch 
a beautiftd landscape.” he 
said, adding that his 
colleagues contribute by 
adding the odd flowers here 
and there. 

In an age in which it is 
compulsory for bosses to 
pretend that everything is 
team work, all decisions 
taken jointly, all credit 
shared, this is pretty 
startling. Evans may or may 
not be an arrogant so-and-so, 
and Tm glad that I*m not one 
of the people who has to 
colour in for him. Yet I am 
so fed up with listening to 
autocrats pretend they love 
it when senior executives 
argue with them that it is a 
great relief to hear a little 
plain speaking. 


“This work is much more 
than a book,” begins the 
latest and most hyped 
management book ever. 

Blur. For the last few 
months I have been 
receiving Jazzy postcards 
marking the countdown to 
publication date of this 
groundbreaking volume. 

So already I knew that 
Blur was more than a book - 
it was a marketing 
extravaganza. And when at 
last I received a copy, it 
Invited me to visit the Blur 
web site for an “an ongoing 
organic exchange of 
opinions”. But when I did, 
what I found was further 
publicity for the book. 

Hus has given me a great 
idea. I, too. can write a 
management book and name 
it after a pop group. Mine 
will be called Oasis. This is a 
much better title for a 
business book than Blur. In 
the middle of these tough 
business times every 
company wants to reach 
their oasis, their little patch 
of fertile calm. 

My chapters will take their 
naxnea from Oasis albums 
and will be preceded by 
similar hype. I am already 
imagining - the marketing 
spinoffs, the excitement the 
secrecy before publication, 
the web sites, the T-shirts, 
the airport scenes . . . The 
first chapter - Definitely. 

Maybe - will be about the 
planning process. The 


second - What’s the Story? - 
will explain this strategy, 
and the final chapter, in 
which the business actually 
finds its oasis, will be called 
Be Here Now. 


Fighting for supremacy of Italy’s skies 


A new international airport in th© north of the country is causing 
resentment, anger and political controversy in Rome 


For centuries, the great 
maritime republics of Venice 
and Genoa were at war with 

each other. One monopolised 

trade with the east and 
produced one of the most 
f amous travellers of all time. 
Among Marco Polo's other 
achievements, he is reputed 
to have brought back from 
China spaghetti, thus 
starting a culinary 
revolution in what lata: 
became Italy. 

The other looked west, and 
after being ransacked by the 
Venetians, produced 
Ch risto pher Columbus who, 
with the assistance of 
Spanish funds, discovered 
America. 

The big battle dividing 

Italy these days is no longer 

being fought between two 
Ports, instead, it is pitching 
north and south — Rome, the 

tdltfa! G FjiHoT qgnfooft t 


metropolis. And it involves 
that popular form of modern 
tran^>ort-ah* travel . 
to October, Milan wiD 


open its new international 
airport at Malpensa - an 
outpost an hour away from 
the city within eyesight of 
the snowy peaks of the Swiss 
Alps. The project has taken 

10 years to complete, bas 
abso rbed about L2,000bn 
(£674m) of public money, 
been embroiled in financial 
scandals, and is still the 

subject of considerable local 
controversy. 

The airport, or rather 
northern Italy’s new 
“international hub” as its 
promoters call ft, has l*® 1 
conceived as one of those 
grand projects with little 
attention to basic consumer 
comforts. The new terminal 
is nearly finished but still 

lacks proper rail and road 

jinks to the city. 

A railway station has been 

bnfit inside the airport but 
there are so far no trades to 
connect the “Malpensa 
Express" to themain 
railway line to Milan. The 

mad Journey is also likely to 

prove a nightmare. 


especially at rush hour. The 
taxi ride alone will cost at 
least four times more than 
the current L30.000 price 
from the old, heavily 
congested Lina te airport 
only 15 to 20 minutes from 
the city centre. 

With the exception of the 
Milan-Rome shuttle, an 
flights at Linate will be 
transferred in October to 
Malpensa. Most of the 
foreign airlines now flying to 
Linate are furious and have 
filed a complaint in Brussels 
claiming that the switch is 
designed to undermine them 
and Mihawce the competitive 
position of Alitalia, the 
Italian flag carrier. 

However, the prickly row 
with the foreign afrhnes and 
local consumer associations 
pales in the face of the 
growing political 
controversy over Italy’s 
future airport hub. Rome 
and its may or are livid. 

Forty years ago Rome's 
international airport was 
built on the swamps around 


Fxumicino. Now, just as they 
are spending another 
Ll,700bn to pvpand 
Fimmcino and its 
surrounding in fr as tru c tur es 
for the ‘Great Jubilee’ - 
religious celebration for the 
millennium year - Rome’s 
city fathers are alarmed that 
Malpensa win usurp 
Flumicmo's role as Italy’s 
international hub. They are 
all the more concerned by 
Alitalia's plans to transfer a 
large number of its 
Rome-based interc ontinental 
flights to Malpensa to bring 
these services closer to the 
high-yielding business 
travellers of the north. 

Previously, businessmen 
had two choices when 
setting off for the US or tbe 
far east: either they flew to 
Rome to pick up an Alitalia 
intercontinental flight, or 
they took a flight from Milan 
with a rival European airline 
to London. Frankfhrt or 
Paris and continued their 
journeys from one of these 
well-established hobs. 
Alitalia says it has lost 
buttons of lire to the 
competition as a result of 


the lack of a proper hub in 
northern Italy. 

Gabriele Albertini, tbe 

rightwing mayor of Milan, 
provoked Rome farther by 
suggesting that Italy did not 
need two airport hubs and 
that Malpensa could satisfy 
the country’s international 
air transport ambitions. This 
led to an Imm ediate 
response from Romano 
Prodi, the centre-left prime 
minister, who wrote an open 
letter on the front page of 
tbe Milan daily Corriere 
della Sera defending Rome's 
role in what be called Italy's 
new integrated airport hub 
system. 

The national airport 
debate has inevitably 
revived all the country’s 
traditional north-south 
rivalries - all the more so, 
one suspects, since Malpensa 
is in the middle of a region 
which is one of the main 
bastions of the separatist 
Northern League movement 

It is no longer Just an 
argmnmt about airline 
economics: Fiumidno fins 
airliners with tourists, 
pilgrims, clerics and , 


diplomats who mostly travel 
on cheap tickets; Malpensa 
should attract business 
professionals who fill the 

more expensive front end of 
the aircraft It is an issue of 
natinnal status and prestige. 
It is also the old story of the 
rich north resentful of being 
robbed by the poor south 
and the Rome political 
establishment; and the south 
and Rome equally resentful 

of the north's 

dog-in-the-manger 

self-sufficiency. 

Alitalia’s chief executive, 
recently wrote on the front 
page of another newspaper, 
Domenico flamprila, that it 
would be difficult to imagine 
a similar domestic row over 
two airports in any other 
European country. But then 
most other European 
countries have long had a 
natural single hub such as 
London, Paris, Amsterdam 
or Frankfurt. And no other 
country in Europe had two 
ports that fought so fiercely 
for so many centuries for 
supremacy. Now it is simply 
the tuna of their airport 
counterparts. 


STOP! 

Are you about to 
break the law by copying 
from this newspaper? 


Under the Copyright, Designs and Patents Act 
1988, generally it is unlawful to reproduce 
articles from newspapers without permission 
even if only for internal management purposes. 
To make copies legally, your organisation must 
get a licence from the Newspaper Licensing 
Agency - set up to help you comply with tbe 
law quickly and easily. 

You can obtain details of the licensing scheme 
and an application form by sending for a 
booklet- For your copy, simply contact the 
Newspaper Licensing Agency at Lonsdale 
Gate, Lonsdale Gardens, Tunbridge Wells, 
Kent TNI 1NL or telephone 01892 525273, 
fax 01892 525275, 
email copy@nla.co.uk. 


NLA 
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INSIDE TRACK 

BUSINESS EDUCATION TEST FOR WOULD-BE MANAGERS 


Fedex search for 
bosses who can 


deliver the goods 


Victoria Griffith on 

a company that 
knows management 
is not for everybody 

Jim Smith, a flight 
trainer with Federal 
Express, the courier 
service, decided a few years 
ago that it was time he 
stepped up the corporate lad- 
der into a middle-manage- 
ment position. Believing it 
would just be a formality, he 
enrolled on the one-day 
course Fedex requires all 
would-be managers to 
attend: “Is Management far 
Me?” 

After the eight-hour ses- 
sion Mr Smith gave up the 
idea of advancement and 
returned to his job as a 
trainer. “I have a very active 
life outside the company, ” 
he says. “That course made 
me realise that being a man- 
ager was a bigger commit- 
ment than I was willing to 
make.” 

Fedex is not out to squash 
the ambitions of its work- 


force. The group needs new 
leaders, and is famous as a 
corporation that gives even 
its least educated employees 
a shot at a lucrative career. 
But 10 years ago the com- 
pany decided something was 
wrong with its promotion 
policy. 

More than 20 per cent of 
new managers asked to 
leave their jobs in less than 
a year. The turnover was 


creating turmoil within the 
group as executives scram- 
bled to Snd not just replace- 
ments, but positions for 
unhappy managers to go 
back to. 

The company concluded 
that many people were tak- 
ing on responsibilities they 


simply were not ready for. 
"A lot of workers think 
about the prestige, better 
salary and benefits that 
come with being a man- 
ager,” says Dennis Kenny, 
who runs the programme for 
Fedex. “But they don’t think 
about what they will actu- 
ally be doing all day. and if 
they will enjoy it" 

AH would-be managers not 
directly hired into an execu- 


tive position are now asked 
to take the "Is Management 
for Me?” course, the first 
module of a far longer pro- 
gramme called The Leader- 
ship Evaluation and Aware- 
ness Process. The session is 
effective discouragement for 
many. Between 30 and 40 per 



The people who decide management 
is not for them go back to their 
work with a new respect for what 
it is their supervisors do 1 



BwX 


cent of those who attend 
decide the answer to the 
question posed is “no". 

The course has made it 
harder to come up with can- 
didates for middle-manage- 
ment jobs, but Fedex says it 
has been effective in reduc- 
ing turnover. In 1997. fewer 
than 2 per cent of new man , 
agers left their positions 
within the first year. 

The course drives home 
the message that being the 
head man or woman is not 
without its downside. The 
session is usually held on a 
Saturday, and workers are 
□at paid for attendance, driv- 
ing borne the point that 
managers often work unpaid 
overtime. During the course, 
mid-level managers explain 
what they do in a typical 
day. 

Mr Smith says he was put 


off by the regulations man- 
agers have to study and fol- 
low, particularly in the area 
of aviation, which is gov- 
erned by federal and interna- 
tional law. “You can’t just 
follow a com monsense 
approach; you have to know 
a lot more than that,” he 
says. 

Other would-be managers 
are put off by the prospect of 
unpleasant tasks like disci- 
plining, even firing, other 
workers. Some, who see 
themselves in the role of a 
general giving orders, are 
disappointed to hear they 
win have to listen to their 
employees and find ways to 
make sure each is perform- 
ing well. "They may have 
envisaged themselves with 
their feet up on the desk 
befog served coffee,” says Mr 
Kenny. "But really they are 


In a savant-leader position, 
locking out far the interests 
of other employees and the 
company.” 

Of course, many Fedex 
employees decide the bene- 
fits of befog a manager out- 
weigh the drawbacks. For 
ttwm , says the company, the 
"Is Management for Me?” 
module offers an important 
insi ght foto what their lives 
might be like once they 
move up the ranks, and 
helps Orem cope with the 
changes. 

Fedex says the course has 
produced an unexpected side 
benefit: “The people who go 
to the sessions and decide 
manag ement is not for them 
go back to their work with a 
new respect for what zt is 
their supervisors do,” says 
Mr Kenny. "Befog a middle 
manager is a difficult job.” 


BUSINESS EDUCATION SHORTER COURSES 


Practical answer 


I Smaller companies 
may value staff train- 
ing but man; feel 
they cannot afford to lose a 
manager even for a few 
weeks, particularly if the 
benefits are intangible. 

Last week, 30 managers 
from small and medium 


sized enterprises (SMEs) in 
Bradford started a one-year 
Business Masters pro- 
gramme devised by Bradford 
Management Centre. The 
centre hopes the pilot course 
will fill the gap between 
short courses that may offer 
SMEs too little and a full 
MBA that requires a 
long-term commitment. 

"We believe SMEs need 


access to high quality man- 
agement support at a pace 
that fits in with their Hww 
and particular needs," says 
Robert McClements, chair- 
man of executive develop- 
ment at the centre, which is 
attached to the University of 
Bradford. 

"Often, they're not looking 
for management theory, but 
for practical guidance. Our 
research showed that SMEs 
were interested in manage- 
ment training and very 
interested in solutions to 
their problems, but they 
were not terribly keen to go 
on a generalised course.” 

The Bradford course is 
shorter and more focused 


to the management skills gap 


than an MBA and geared to 
practical learning and prob- 
lem-solving, says Mr McCle- 
ments. It follows research by 
the centre, the local author- 
ity and Bradford's Training 
and Enterprise Council that 
identified a need locally for 
skills development to 
improve competitiveness, 
business survival and 
growth among SMEs. 

"There are many able 
entrepreneurs who start 
companies and are fine 
hands on. But they can 
become lost as the company 
grows because they haven't 
developed the skills to sus- 
tain and develop a com- 
pany,” says Mr McClements. 


The 30 managers will 
attend three evenings a 
month for a year. The course 
comprises three elements: 
formal lectures, best practice 
visits to companies, and 
team problem-solving. Parts 
of the course will be custom- 
ised to address issues facing 
individual companies. 

Bradford Tec is backing 
the course with a grant of 
£250,000, allowing three 
scholarship places and a sub- 
sidised rate of £3.600 for local 
companies. Others will pay 
£10,950. 

Mohan de Silva, the Tec's 
director of business and eco- 
nomic regeneration, says he 
wants the course to improve 


the competitiveness of SMEs 
in the region. "Companies 
that farm the backbone of 
the local economy need more 
encouragement and access 
to the latest in management 
thinking. To give them the 
edge, that training has to be 
customised. Smaller compa- 
nies who have had bad expe- 
riences in training will be 
very cautions about commut- 
ing themselves again. It’s 
not just money, they cannot 
afford to waste time and 
they need to see a pay-off.” 
Terry Watson, managing 
director of Millar Dennis, a 
Bradford valves manufac- 
turer with a staff of 25. 
encouraged his new sales 


director, Nick Whitfield, to 
apply for a place on the 
Bradford course. "I want 
him to leam about general 
management so that if Fm 
not here he can take the 
reins,” says Mr Watson. 

“It's important that we 
develop people but difficult 
if your sates are relatively 
small and the training bud- 
get dependent on the success 
of the company.” 

Mr Watson says that even- 
ing classes allow for training 
without disrupting the busi- 
ness. "As a small company, I 
can't afford to lose a key per- 
son for days at a time.” 

Sheila Jones 



Business 
presentations 
a la mode 

It is not unusual for business 
students to give project 
presentations to a corporate 

audience. But last week's 
presentations in New York at 
the Columbia Business School 


frrtranat app&cabona tor the 
a dmhaic rei office, career and 
alumni sendees and the 
registrar's office as weS aster 
the executive edu ca tion 
de pa rtment Business schools 

at Berkeley, UCLA. Columbia 
and Duke ore using the 
services. 

Dartien: wwwxhuden.edu 

The Hamel 


were decidedly upmarket 
Over the past semester, 
students from Columbia have 
worked with students from the 

Parsons School of Design to 
examine the distinctive 
characteristics of luxury 
products and their markets. 

As part of the course the 
students split into six teems 
to work with, and develop 
products for, six top design 
houses: Chanel, Herm&s, 


strategy 

Strategy spectetet Gwy 
Hamel wfl! give foe next 
Stockton lecture at London 
Business School on April 30. 
His talk wdl be on 'BuSding an 
Entrepreneurial GorpanUton: 
Lessons from the 
Boardroom". 

E-mail: twMoms&tbs. oc.uk 

Brushing up 


Lalique, Van Cleef & Arpels, 
Bemardaud and Daum. The 
presentations include a new 
KaHy bag for Hermte, a 
leather goods fine for Chanel 
and a writing Implement for 
Van Cleef & Arpels, 

Cofumixa: www.cokjmbi8.edu/ 
cu/business 

A dearth 
of deans 


at Wharton 

Wharton's MBA students have 
been getting out the paint 
brushes this month end 
helping elderly, disabled and 
low-income residents by 
refurbishing their houses in 
north and west Philadelphia. 
They are part of a prefect 
known as Christmas in AprK of 
Philadelphia, one of some 200 
similar organisations across 


Stanford Business School is 
looking for a new dean 
following the announcement 

by the present boss, Michael 
Spence, that he will stand 
down from August 
Stanford’s two neighbouring 
top-tier schools, the Haas 
School at Berkeley and UCLA, 
are already looking for deans 
to taka up their posts later 
this year. 

Stanford: 

wv/w-gs/xstanfonLadu 

Software 

marketing 

The Darden school at foe 
University of Virginia b 
foflowing in the footsteps of 
the Wharton school and 
marketing software developed 
for its in-house use to other 
business schools. 

EDUUnk, pari of Darden 
Information Services, has 
developed database 
programmes and Internet/ 


the US that help prevent 
homelessness by maintaining 
living accommodation. Thb 
year, the tenth year of the 
Philadelphia project, more 
than 1,000 volunteers will 
refurbish 39 homes. 

Thomas Gerrity, dean of the 
Wharton school bone of the 
leading lights or the project 

Wharton: 

www.wharton.upenn.eehi/ 

Rotterdam 

double 

For the second year in a row - 
the Rotterdam school of 
management at the Erasmus 
graduate school of business - 
has won the Rutgers 
UnJversrty MBA case 
tournament held in Atlantic 
City. New Jersey. The case 
the participants studied was a 
general management case for 
Japan's Sharp Corporation. 
RS M: Netherlands, 10 408 
2768 
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MANAGEMENT QUALITY 


Black belts 
combat high 
costs, poor 
standards 


Peter Marsh on 

the engineers 
given the job of 
increasing efficiency 
at Siebe 




Mention black belts 
In most boardrooms 
and the reaction is 
likely to be one of alarm. But 
at Siebe, the British controls 
and engineering company, 
everyone knows that blade 
belts stand for increased 
quality and lean production. 

Siebe's sates this year are 
expected to reach some $6bn 
(£3.5bn), 90 per cent outside 
the UK. It has one of the best 
growth records of any Euro- 
pean industrial company. 

Attempting to maintain 
the momentum is Alien 
Yurko, Siebe's American 
chief executive. He is one of 
the UK industry’s strongest 
proponents of ‘iean produc- 
tion” methods and increased 
quality by removing unnec- 
essary expenses. 

The people leading this 
drive at Siebe are a team of 
30 "master black belts" - 
otherwise known as senior 
quality or production engi- 
neers - most of whom have 
been recruited Or trained for 
this specific job in the past 
two years. 

The “masters" are training 
a further 200 (soon to grow 
to 300} engineers and techni- 
cal people known simply as 
“black belts”. It is the black 
belts who are expected to 
pat the new methods Into 
practice at the company's 
300 or so factories around 
the world. 

The ideas cover products 
from refrigerator appliance 
controls, which cost a few 
dollars, to computer systems 
to monitor output at entire 
Industrial plants, where the 
cost can be up to {20m. Four 
of Siebe's factories have 
achieved particularly good 
results since the company 


launched the programme in 
1996 under the name "Six 
Sigma". These include two 
plants making domestic 
appliance controls, one in 
Plymouth, in the UK, and 
the other near Tokyo; one 
making industrial systems 
In Foxboro, Massachusetts; 
and a fourth making air con- 
ditioner controls near Milan. 

Each black belt is respon- 
sible for four or five specific 
projects a year at a plant or 
a group of plants. These 
could include efforts to 
increase productivity on a 
particular production line or 
to reduce the number of 
items made that fail to meet 
quality standards. 

The black belts also make 
sure that the customer gets 
exactly what has been 
ordered. For a company like 
Siebe, with a complex mix of 
several hundred thousand 
products, problems in order- 
ing account for one-third of 
its costs in correcting supply 

or manufacturing defects. 

At present these costs 
account for 3 per cent of 
Siebe’s sales - down flora 4 
per cent two years ago. Mr 
Yurko wants to reduce this 
further to 2 per cent by 
2000. 

Each black belt is expected 
to save through his or her 



Giving people full-time 
responsibility for quality and 
costs is crucial, says Mr 
Yurko. "In the early 1990s 
we had reached a plateau in 
getting results. At that point 
everyone was spending 10 
per cent of their time 
looking at quality. No one 
was spending all their time 


In industry the standard way to 
measure customer satisfaction, or 
lack of it, is to count the proportion of 
delivery dates that fail to be honoured 


personal initiatives up to 
£500.000 a year. The com- 
bined saving should, by 2000, 
work out at some {160m 
annually, Siebe says. The 
net annuli benefit to Siebe's 
profits - taking into account 
salaries and other r unning 
costs - is expected to be 
more than {100m. 


fixing the problems.” 

Siebe uses three bench- 
marks to monitor bow well 
it is doing. Inventory turns - 
the number of times a year a 
company can transfer the 
parts sitting in its ware- 
houses or factory floors into 
products that someone buys 
- is “probably the best sin- 


gle way of measuring a com- 
pany's lean manufacturing 
performance”, according to 
Mr Yurko. 

In the early 1990s Siebe 
was at about three or four 
turns a year; now it Is seven 
to eight and the goal is to 
bring this up to M by 2000 - 
the level achieved by indus- 
try leaders such as General 
Electric of the US. Achieving 
this would release an extra 
{300m or so of cash. 

In quality measurements. 
Siebe's factories on average 
make 500-1.000 defects per 
million parts. Japanese auto- 
motive parts companies com- 
monly aim for defects of 10 
per million or less. Siebe's 
goal by early next century Is 
to get to just S£ defects per 

miTlinn 

Lead times account for 
any delay to a customer 
order for a standard part or 
product - for instance a 
piece of kit for an industrial 
control system that has just 
broken down. The time can 


be a few days to a few 
weeks. In industry the stan- 
dard way to measure cus- 
tomer satisfaction, or lack of 
it, is to count the proportion 
of delivery dates that fail to 
be honoured. But what con- 
stitutes a delivery date is 
open to question; in the past 
Siebe defined it as the date 
agreed by each of its 200 
sales divisions with a cus- 
tomer. 

In recent months it has 
adopted a much tougher 
measure. The delivery date 
specifies when the customer 
wants a product - no matter 
how soon this is - without 
any discussion about 
whether this is Mr 

Yurko says the changed defi- 
nition is part of a deliberate 
policy of passing the initia- 
tive to the customer. At 
present, using the tougher 
measure. Siebe fails with 5 
per cent of its deliveries - 
the company alms to cut this 
significantly in the next few 
years. 


TECHNOLOGY CINEMA 


A projection for the 
future of the flicks 


Electronic video systems are poised 
to revolutionise the motion picture 
industry. George Cole looks in 



Last year 1,100 people 
went to a cinema in 
Ealing, west London, 
to watch a film with a differ- 
ence. The pictures came 
from an electronic video sys- 
tem and not, as is usually 
the case, a 35tnmJnm print. 

A number of companies 
are racing to develop what 
some see as the next mile- 
stone for the motion picture 
industry: electronic cinema. 
An EC system replaces con- 
ventional 35 mm film and 
projectors with computer 
workstations and high- 
resolution video projectors, 
and supporters claim it 
could revolutionise the cin- 
ema industry.' 

British Telecommunica- 
tions and several partner 
companies have spent more 
than two years developing 
an EC system. 

But they are not alone: a 
European consortium whose 
supporters indude Aerospa- 
tiale, the French aerospace 
company; Deutsche Tele- 
kom, the German telecoms 
company; Hewlett-Packard, 
the computer manufacturer; 
and the European Commis- 
sion, is also developing an 
EC format 

Supporters of EC say it 
offers a number of advan- 
tages over today’s film-based 
system. Film prints are 
expensive to produce (about 


mg director of BTs con- 
sumer division. 

Each cinema would store 
the film on a powerful work- 
station, and film operators 
could simply "drag and 
drop” an on-screen icon on 
to a timeline to start the pro- 
gramme. Advertisements 
could be easily inserted into 
a theatrical programme by 
simply dra gging them on to 
the timeline too. 

Last month BT and its 
partner companies demon- 
strated their EC system at a- 
cinema in Haymarket, west 
London, owned by Virgin 
Cinemas, another partner 
company. 

The electronic cinema 
material- shown had been 
tele-cined by 124 Facilities, 


£1.000 each) and have to be 
physically distributed, which 
means expensive transport 
costs. Film prints wear 
out, and the production sys- 
tem is not flexible enough to 
cope with an unexpected 
increase in the demand for 
prints. 

An EC system uses a tele- 
cine process to convert 
35mm film into an electronic 
form, which is digitised. 
The digitised fii™ can be 
stored on a central server, 
which could distribute the 
motion picture to cinem as 
via satellite or a fibre-optic 

link 

"You just have one digi- 
tised film on a server, which 
can be sent to thousands of 
cinemas and which never 
degrades like a film print,” 
says Rupert Gavin, tnanag- 


One digitised film 
on a server can 
be sent to 
thousands of 
cinemas 


part of Channel 4 Television, 
and fed to a video processing 
unit called Supervisor, devel- 
oped by Snell and Wilcox, 
one of the largest broadcast 
equipment manufacturers in 
Europe. 

When video pictures are 
shown on a large screen, 
they flicker, and the Individ- 
ual lines that make up the 
picture become visible. But 
Supervisor doubles the num- 
ber of picture lines from 605 
to 1,250, and processes the 
images to reduce flicker. 

The processed Images are 
fed to a high-resolution 
video projector developed by 
Hughes-JVC Technology, 
and displayed on a large 
screen. In a commercial EC 
system, the digitised film 
would remain encrypted 
until it reached the projec- 
tor, to reduce the risk of 
piracy. 

According to BT, when the 
EC system was shown to 
1,100 scientifically selected 
members of the public at an 


Ealing cinema last year, 9 
per cent expressed positive 
feelings about the pictun 
quality (they were not tol< 
they were watching elec 
tronic pictures). 

But the Haymarket audl 
ence was not so impressed 
and David Youlton, chie 
executive of Snell and Wil 
cox, said he was unhappj 
with the resulting images 
Earlier electronic transfen 
had produced far superloi 
results, he added. 

The problems seen at the 
Haymarket presentatiox 
stemmed from the angina 
source material, which suf 
feted from judder and othei 
visual defects. 

Although film prints oiler 
suffer from scratches and 
other ble mishes , purchaser! 
of expensive EC systems are 
likely to be much less forgiv- 
ing about any resulting 
visual defects. BT says that 
the technology is still under 
development and insists it 
will improve. 

But the electronic cinemn 
faces other hurdles. In spite 
of the potential cost savings 
offered by EC. the technol- 
ogy is not cheap. Each cin- 
ema would need a back-up 
workstation, costing many 
tens of thousands of pounds, 
in case of failure. 

Film technology has 
remained basically the same 
for the past 100 years, but in 
the fast-moving world of 
computer technology, setting 
an EC standard that would 
remain fixed for many years 
will not be easy. 

But perhaps the biggest 
hurdle is inertia; it will be 
hard convincing the film 
industry to switch to elec- 
tronic media. 

Electronic cinema could 
suffer the same fate as all 
theimprovements for the 
Qwerty keyboard, where the 
existing standard is too 
entrenched to shift. 

Jon Blumbeng. BTs head 
of electronic cinema, 
remains optimistic. "Elec- 
tronic cinema may never 
happen, but i hope that it 
does. We have to sell this 
concept to the Hollywood 
studios,” he says. 


Tim Jackson will return 
next week. 
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'As a result of today’s merger with USF&G, The 
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St. Paul Companies is not iust 
getting bigger, we’re getting 
better. The mei'ger increases 

•v./ 

me 5t. hauls financial 
assets to $36 billion, and 
onr iT'0'*"p, than 
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% as well as one of the 

\ largest writers of suretv 

nft U v 

\ bonds, and we remain the 

nation’s top medical liability 
insurer. The combined company 
I will draw upon the individual strengths 

of both The St. Paul Companies 
HHHRlB&k and USF&G. The products 


and underwriting experience 

»: ' ~ 

’ of each are complementary 


HAS THE WORLD GOTTEN SMALLER, 

OR IS IT THAT WE’VE JUST GOTTEN BIGGER? 

and will allow us to better serve our clients. The merger creates economies 
of scale that will . stimulate investment in more competitive products and 
services, which will serve to make The St. Paul Companies stronger and more 
competitive. For 145 years, The St. Paul has stood solidly between our 
clients and disaster. As of today, we’re standing more solidly than ever before. 
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INSIDE TRACK 


BUSINESS TRAVEL BUDAPEST 


Playing fair lifts the 
cloud of corruption 


Good local advisers are essentiai to help you 
avoid being cheated as the government battles 
to protect tourists, says Gillian Upton 


JWhen even the tourist 
-/authorities of Budapest 
> 3 find it necessary to warn 

foreign visitors of pickpockets, 
you know to be extra vigilant 
“Finding someone who doesn't 
cheat you is the challenge," says 
Hester Eddy, a long-time British 
resident in the city. 

Hungary may be the most 
westernised of the former War- 
saw Pact- countries, but corrup- 
tion, exacerbated by many layers 
of bureaucracy, is prevalent The 
government's emergency auster- 
ity package three years ago 
began to bear fruit last year due 
to a surge in foreign investment, 
but with average take-home pay 
of Ft30.000' (£84) a month, the 
black economy is still thriving at 
35 per cent of gross domestic 
product 

"Corruption certainly exists 
and the government is deter- 
mined to find ways of reducing 
it," says Simon Martin of the 
British embassy in Budapest “In 
most instances it is possible to 
succeed by playing fair ... My 
main advice is to make sure you 


have good local advisers." The 
atmosphere of corruption can 
affect business travellers in 
several ways: 

• A common scam is perpe- 
trated by taxi drivers. The cars 
are metered but the drivers still 
choose the rates, and rip-offs are 
common. The rate for the 25km 
journey from the airport to the 
city centre should not exceed 
Ft2.5O0. Upping is 10 per cent. 

Locals favour Fo Taxi (tel: 06 80 
222 222) with its red and white 
check logo, but beware imitators. 
City Taxi and Radio Taxi are also 
reputable firms. 

Better still is the Airport Mini- 
bus (Ft 1,000 one way), which 
takes you to any address within 
city boundaries. Tickets are on 
sale at the airport (tel: 06 80 296 
8555). 

There is a simple underground 
system in the city centre and an 
inexpensive two or three-day 
pass (from Ft2,000) that covers all 
modes of transport. 

• Do not patronise any restau- 
rant that does not show prices. 
Businessmen have been stung for 


thousands of pounds, but mostly 
at questionable establishments. 

• Do not change money on the 
street. You think you are getting 
a better rate, but more often than 
not you receive forged notes or 
bundles of toilet paper in 
between real ones. 

• Watch out for thieves. A 
favourite hang-out for pick- 
pockets is the underground sta- 
tion. People don't have money to 
go out so it is quiet and the 
streets are deserted after 10pm. 
Play safe and don't walk, call a 
cab. advises Andrea Erdei, execu- 
tive director of the British Cham- 
ber of Commerce. 

• Due diligence checks are of 
little use as most Hungarian com- 
panies have only been up and 
running since the early 1990s. 
"You can't be sure of the people 
you're doing business with.” 
warns the embassy's Mr Martin. 

In other ways, doing business 
In Hungary is more straightfor- 
ward. Business etiquette is fami- 
liar. Personal contact is impor- 
tant and Hungarians rarely 
entertain at home so you will 
have to organise dinners and 
opera tickets. “Hungarians are 
tuned into that being part of the 
selling process," says Mr Martin. 

The restaurant Gundel is a for- 




fittings 


mal business venue with private 
rooms. The 100-year-old building 
Is looking better than ever, 
thanks to a big refurbishment by 
its US owners. Food is stodgy. 
Expect to pay FtlO.OOO for two 
courses without wine. 

By comparison, the price of 
opera tickets for performances in 
the imposing Hungarian State 
Opera House are cheap compared 
with London or Vienna, and it is 
easy to get boxes. Highly recom- 
mended is the BeD canto Italian 


restaurant next door. The good 
hotels are concentrated in Pest, 
the business half of the city. 

Probably the best, and most 
expensive, is the six-year-old 
Kempmski Hotel Corvinns. Cen- 
trally located, it offers interna- 
tional cjandai-d f; of comfort and 
facilities, from great bathrooms, 
plenty of space and 
in-room ISDN lines and voice 
mail, to a business centre, 
boardroom for rental, three res- 
taurants and health club. 


The nearby Marriott and Inter- 
Continental are both riverside 
properties. The 1970s-built Mar- 
riott is known locally as "that 
ugly grey bull ding on the river”. 
Every room has a balcony, bath- 
rooms are grnau . and rooms offer 
ISDN lines and voice maiL Book 
its concierge executive Door for 
the usual benefits. It also has a 
fitness centre, 24-hour business 
centre, two restaurants and large 
convention facilities. 

The Inter-Continental, built in 


the 1980s, offers river views to 
half its guests. Standard rooms 
are dark and dismal, so trade up 
to its Six Continents Chib on the 
top two floors for modem, light 
accommodation - a refurbish- 
ment was completed earlier this 
month. There are two restau- 
rants and a fitness centre. 

Business travellers will end up 
with hefty taxi bills If they stay 
at the Hilton, located in the Cas- 
tle District on the Buda side, of 
the city. 
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The euro is coming. But the real news is that the European borders that reach beyond national boundaries. As one of the world's leading 
faded years ago for ABN AMRO Asset Management. j} managers of European equities and bonds, we're repre- 


We've known for a long time that providing our clients 



sented in almost every European country. And we have 


with optimal performance on their assets means taking a been for years. That’s our kind of vision. Isn't it time you 

; 3 

pan-European approach. So for years our management and research talked to an asset manager who looks ahead? For more Information 

has focused on identifying and tapping into promising investments please contact ABN AMRO Asset Management. Tel. (31-20) 6294776. 
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TRAVEL UPDATE 


Survey rejects 
flight cost fears 
as duty free ends 

More than nine out of 10 
business traveUere buy 
duty-free goods, a survey has 
found. But s surprisingly large 
proportion remains sceptical 
that the Impending abolition of 
sales wtttdn Europe will force 
up the price of flying. 

Research by Carlson 
Wagon tit, the travel agent 
among UK-based executives 
shows 93 per cent buy 
something at duty or tax-free 
shops and that 43 per cent 
oppose the threatened ban, 
which is due to take effect 
from next summer. But 
lobbyists fighting to save duty 
-flee wfll be concerned that 
while 41 per cent believe 
abolition wfll result 
in higher fores, the same 
proportion predicts that 
it wfB make no differ- 
ence. 

If fares do go up, a 
significant number may be 
ready to sacrifice In-flight frills 
to fly with one of the new 
breed of low-cost airlines. The 
survey found that 84 percent 
were prepared to use such 
carriers on European flights, 
compared with 79 per cent in 
1996 and 81 per cent a year 
ago. 

BA offers quick 
link to doctors 

Passengers suffering urgent 
medical problems on British 
Airways flights wiB get faster 
help following a deal between 
the airline and Medaire, a 
Phoenix-based emergency 
organisation. Pilots will 
be able to speak directly to 
one of 16 Medaire doctors by 
radio or satellite Hnk. The 
doctors win assess the 
traveller's condition and 
advise crew whether they 
need to make an emergency 
diversion. "Pilots 
currently come through to our 
own medical centre,” says BA, 
"but now they wiD have much 
quicker access to expert 
advice.” 

Phone-free 

carriages 

>t Is not just leisure-minded 
tail passengers who long to 
see separate carriages for 
Incessant mobile phone users. 
According to a survpy by 
British Telecommunications, 
nearly half the business 
travellers who use Britain's 
trains would also welcome 
separate "working wagons", tt 
found that 67 per cent 
efrfmad to work on rail trips, 
with Just over three-quarters 


using the time to catch up on 
reading. Only 18 per cent said 
they used laptops and a 
surpri s ingly low 21 per cent 
owned up to making cate on 
their mobfles - but 40 per 
cent said they would like 
power points so they coukl . 
save on batteries. 

Drive-through 
Hawaii check-in 

Hawaiian Airlines will offer 
drive-through check-in at 
Honolulu airport this summer. 
Customers flying between the 
Pacific Islands will pull up M . 
one of two special lanes near 
tiie departure terminal, 
where they will be met by 
staff who wilt relieve them of 
their luggage, check it 
to their destinations and dkeet 
them to a parking 
skit 

Swissair adds 
Asian services 

Swissair will launch new 
non-stop services between 
Zurich and five more east 
European and central Asian 
destinations on Friday. They 
are Baku in Azerbaijan, 

Yerevan in Armenia, Riga In 
Latvia, Tbilisi in Georgia, 
and Samara, capital of the 
west Russian region of 
Kuibyshev. 

Bargain tare 
Heathrow/Asia 

Business travellers on tight 
budgets may be tempted by a 
£399 return fare between 
London Heathrow and Asia 
with Air China. It is valid until 
August 31 on flights to Beijing 
In China. Seoul or Pusan in 
South Korea, and Sendai, 

Osaka or Fukuoka, at! in 
Japan. There are 
congestions. Passengers to 
South Korea and Japan must 
travel via Beijing and wfll need 
to stay overnight there; you 
can travel there and back only 
on Tuesdays, Thursdays and 
Sundays. 

Citadel hotel set 
to re-open 

One of Europe's moat 
spectacularly located hotels, 
built within the ramparts of the 
citadel at Carcassonne, In 
south-west France, is 
scheduled to re-open on 
Friday after a $3m (£1.7m) 
tsfotbbhment Among the 
improvements at the 60-room 
Hotel de la Cite are 
conference facilities and an 
internal courtyard. 


Roger Bray 
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NEW YORK 

Afthoi^EUdattCerter fe ' 
®^6orned throughout the music- 
wond, he is nert often played by ’ 
wchestras In his naBve US. This, 
week the Now York Philharmonic 

pays trfeuteto him in Hs 90th' ‘ 

“rthday year, Leonard StaHtin 
■vW conducts the first of far . 


on Thursday at Avery Fjsher.Hafl, 
in a programme also inducing . . 


LLJ 


H O 


PmtW+h/orpstovek^ find Strips . 

AsraeJ Symphony. . - ” 

SCHWFTZINGEN . : ' • v 

The annual festhred in the rococo 

court theatre at Schwelzftjgem, • 

- near Mannheim, opens: on ■. 
Thurad^yirfih ijon GSomtnl,' ' 
conducted by Thcmnaa 1 
HertjgeJ brock and staged by “ i 
Achkn Freyor. Tha festival also ' 



Picasso's personal coflection of 
art On Joan from the Muses 
Picasso in Pahvftre exhibition - 
includes 1 10 works by Cezanne, 
Corat, Degas, Matisse, Renoir 
and Braque,.p^&6Q paintings by 
Picasso himsiaK ft - - 
runs tin mid-—:-, 


.nine scrolls written 2000 yeas 
ago and found fn caves in the 
Judaean desert in 1947. It wW be 
shown In Paris in the autvnn 
' and later ‘n Cologne. 


GLASGOW C JS 

An exMjfeai - . J&3 
ofecroftsttom 
the Deed Sea 








^nctadea-'ttre world porters erf 
avopere by SahratoreSctenrbio 
arid e praekictlon of; v iv, 
SSrakBspeBTBts^ iYbutfts It 


ortyUK 
showing at • 

■the . 

KaMftgrmB 
AhCaDery on \] 
firiejay-The. Cl 

jjxhlbftlpri, - ;' . 
wtiteh rung "‘ 

til August, comprtess 


■J. y** r r_ . 


WASHINGTON 

The National Gallery of Art has 
organised a retrospective of 
Mark Rothko (1903-70), with an 
emphasis on his surrealist and 
classic periods. The show, 
which opens on Sunday. 

» *&*£•, moves to the Whitney 
FS?Si in New York ‘m 

; September and Peris 
at the turn of the year. 

. BRIGHTON 

“ -^3S. The Brighton Festival 
opens on Saturday 
TpfvS with a concert at the 
Dots by the Detroit 
Syrr^Jhony 

JTjfc* .* Orchestra. Other 

highlights include a 

XL&fri' corKBTt 

r-T> Sx \ performance of 
- v . Boris Godunov with 
John Tomlinson 



(above) in the title role, a visit by 
the Folk Opera of Stockholm and 
theatre productions from 
Lithuania and China 


Fitting shrine 
for a Victorian 
polymath 

Jackie Wullschlager visits the new Ruskin Library 



The holy grail is 
in their sights 


OPERA 

Parsifal" 

Royal Festival Hail 


Designing a building to celebrate 
the work of John Ruskin, the great- 
est architectural writer in Rn gHah, 
is rather like inviting the ghost of 
Elizabeth David to dinner - the 
ideal of the master, authoritative, 
unforgiving, impassioned, hangs 
over the project how is it possible 
not to go wrong? 

As the taxi swept up the MU to 
the bleak exposed campus of Lan- 
caster University, home of the new 
Ruskin Library and exhibition cen- 
tre, Rus kin’s stern prediction of 
blank lifeless 1960s slabs rang in 
my ears. “You shall draw out your 
plates of glass," he warned a cen- 
tury ago. “and beat out your bars 
of iron till you have encompassed 
us all... with endless perspective 
of black skeleton and blinding 
square." 

But then the taxi reached the top 
of the hill and a giant white eye, 
crossed by polished green bands 
with a bronze-clad aluminium door 


It stands on a 
plateau of wavy 
meadow grass like an 
island surrounded by 
water, a metaphor for 
Ruskin ’s Venice’ • - 

at its centre, stood out bright 
against the sky. On a grey day, the 
building seems to rise from a 
lagoon: “It stands on a plateau of 
wavy meadow grass.” says archi- 
tect Richard MacCormac, "like an 
island surrounded by water, a met- 
aphor for Raskin’s Venice." It is a 
witty, impressive exterior that 
transforms the entrance to the uni- 
versity, and is instantly inviting. 

In the foyer, a glass and slate 
floor continues the theme of water 
and a building within a building, 
the Treasury - ■‘sarcophagus, cas- 
ket or ark” - rises through the full 
height of the interior, encased in 
an oak frame with panels of red 
Venetian plaster. Inside are 8,000 of 
Ruskin’ s unpublished letters, 200 
manuscripts including his diaries, 
every edition of each of his works, 
and 1500 drawings and photo- 
graphs. 

Surrounding it are a series of 
interlocking spaces: intimate gal- 
leries that will host changing dis- 
plays of the work, conference 
rooms and a reading room 
designed like a church with a great 
window facing west to Morecombe 


Bay. Everything is rich and finely 
made - walls lime-washed with 
natural ochre pigment; oak and 
walnut desks from a local furniture 
maker; a table from the original 
Ruskin Drawing School in Oxford. 
"The use of materials reflects Bus- 
kin's concerns with appropriate- 
ness and the values gained through 
craft processes," says MacCormac. 

No Victorian literary figure has a 
shrine like this - built, courtesy of 
the National Lottery, for £2 An. 
Why Ruskin, now? 

Ruskin, says the Library’s cura- 
tor Stephen WUdman wryly, “tried 
to teach the English how to see. He 
failed, of course." This is a moot 
point When Ruskin died, mad, in 
1900, he felt he had failed, but it is 
impossible to imagine 19th-century 
art without hhn. Modem Painters. 
his championship of Turner, is the 
first work of art history in English: 
many Victorians said that they had 
been given a new sense - sight 
Ruskin praised the painter’s “inno- 
cence of the eye, a sort of childish 
perception of flat stains of colour, 
merely as such, without conscious- 
ness of what they signify - as a 
blind man would see them if sud- 
denly gifted with sight”. 

Across Europe he sought art and 
architecture that was not only 
unknown to the English but virtu- 
ally inaccessibla He persuaded old 



John Ruslan: he fused art, hfetny and social critique 


priests to open up churches and __ 

cany tardies and ladders while he "^eign tours: the Trevf fourrtairr hy -researches -into Venetian ttotbic; 
examined a painting or sketched a moonlight the exquisite facade of the original photograph is in the 
stained glass window; be urged his the Palazzo Mlnischalchi in Ver- archive along with the diaries doc- 
Pre-Raphaelite disciples such as ona; the naturalistic ornaments- umenting R n skin ’s love afEair with 
Burne-Jones to copy the Old Mas- tion of a portal at Rouen cathedral; the city. He spent most of his mar- 
tere. and he founded the Arundal the unfinished cathedral at Beau- ried life in Venice, which became 
Society to offer high quality repro- vai9, drawn on blue paper against a his emotional substitute for the 
ductfons to a wide audience for. the ' swirling sky shot through with wife he refused to sleep with. The 
first time. The giant eye metaphor white lights - a mindscape rather result was the annulment of his 


of MacCarmac’s exterior could not than a landscape, reminiscent of 


be more fitting. 

Observation of nature and archi- 
tectural detail was Ruslan’s pas- 
sion. It began when his puritanical 
mother refused to allow him toys 
and he spent his infancy examin- 
ing the patterns on the carpet. The 
opening display here contains 
some of the early fruits of this 
denial: a precise map of Italy; 
drawn when he was nine, and a 
sketch -of Canterbury Cathedral, 
inscribed "my first as ever was 
study of architecture”, done at 13. 
In his 20s. travelling without his 
parents for the first time, his view 


Turner. 

They are as good, in their paint- 
erly quality and intensity of detail 
and colour, as anything by bis pro- 
fessional contemporaries such as 
Proust and Roberta, and because 
many of them are unfinished in the 
last touches - Ruskin, an amateur 
and a rich man. had no need to sell 
- they have a spontaneous, modern 
quality. 

Most haunting of all are the 
Venetian allusions, which MacCor- 
mac bas incorporated into the; 
desig n - a large opening in the 
front of the Treasury, guarded by 


of art was transformed by seeing shatters evoking a medieval altar 
Tintoretto in Venice. ■ triptych of the kind Ruskin loved. 


archive along with the diaries doc- 
umenting Ruskin’s love afEair with 
the city. He spent most of his mar- 
ried life in Venice, which became 
bis emotional substitute for the 
wife he refused to sleep with. The 
result was the annulment of his 
marriage, which scandalised Victo- 
rian society, and The Stones of 
Venice, which brilliantly dissected 
his critics by comparing imperial 
Britain with the corrupt city of the 
Doges, “a ghost upon the sands of 
the sea. so weak, so quiet - so 
bereft of all but her loveliness". 

It is bis greatest work, a 19th 
century evocation of paradise lost 
in the language of the prophets as 
he traced “the warning which 
seems to me to be uttered by every 
one of the East-gaining waves, that 
beat like passing bells, against the 
Stones of Venice". Fusing art, his- 
tory and social critique with abso- 
lute originality, it led Ruskin on to 


There are tender copies here of 
Tintoretto's “Adoration of the 
Magi" and of the roses in Botticel- 
li’s Trimavera". as well as water- 
colours and drawings from his for- 


- triptych of the kind Ruskin loved, the radical fury of Unto this Last 
contain^ an etched glass panel by and Fors Clavtgera. 


Alex Belesbch enko , inspired by a 
daguerreotype of the north-west 
portal of St Marias. 

Ruskin used . this in hia 


Wildman says Ruskin’s didacti- 
cism has made him unfashionable: 
“wc are not used to looking tit 
things with a fixed moral centre 


M*y Evans Ftcmre Lftrary 

today". On the other hand, his 
benevolent paternalism - he 
wanted to redress injustices with- 
out changing the basic social 
framework - Is close to the spirit 
of New Labour. He was quoted in 
the Labour Party manifesto, and 
on many issues be is ripe for 
rereading in the 1990s - he was 
obsessed by ecology, preached on 
the dignity of work and loathed 
idleness. In the early part of this 
century, his mix of incandescent 
prose and spiritual authority 
attracted devotees from Gandhi, 
who said reading Ruskin awakened 
his deepest convictions, to Proust 
(“he will enable my spirit to enter 
regions to which formerly it had no 
access, for be is the gate"). 

This magnificent new archive, 
gathered from collections in the 
Isle ol Wight, from Ruskin’s home 
in Brentwood, the Lake District, 
and Lancaster university, together 
with the three annual exhibitions 
to be held here - Puskm and the 
Lake district opens in May - and a 
show at the Tate Gallery to mark 
the centenary of his death in 2000, 
should all encourage a renaissance 
of interest in our most intriguing 
Victorian polymath. 


There are two reasons why 
the Royal Opera's concert 
performance of Parsifal last 
Thursday demanded special 
attention. One was John 
Tomlinson's Garoemanx: 
the other was Heinz Fricke's 
conducting. Both explored 
interpretative extremes, 
often at different poles to 
each other, but each bore a 
must co-drama tic integrity 
which rid Parsifal of its 
soporific, saturated layers of 
sanctimoniousness. 

Yon could hardly expect 
Tomlinson, most 
impassioned of Wagnerian 
basses, to offer a standard 
Gnrnemanz - the plodding, 
patriarchal pedagogue. On 
the other band, the 
Expressionist blanket which 
Tomlinson tends to throw 
over his Wagner roles would 
be inappropriate. 

To his enormous credit, he 
found the space, within the 
limitations of concert 
performance, to suggest an 
entirely original character, 
true both to himself and to 
Wagner’s creation. Haring 
developed a trance- like aura 
from the very first note of 
the Prelude, he convinced us 
that Gnrnemanz was indeed 
there on the platform - a 
i personality far more 
complex than we had 
imagined, a seer and a 
sinner who, like all other 
knights of the Grail, had 
seen his share of the action 
and learned the 
consequences. 

Tomlinson has the ability, 
unique in my experience, to 
sing German in such a way 
that every word is precise, 
yet perfectly in dramatic 
context “Dm- Held 
entrflekt”, “das B&se haunt" 
and a hundred other phrases 
take on new meaning in his 
hands, «tid while he could 
afford to he a little more 
confidential in his Act 1 
narration, he could hardly 
improve on the lion’s roar 
with which he crowned the 
blessing of Parsifal in Act 3. 
On this level of inspiration, 
there is not a bass to match 
him . 

For those obsessed with 
glamour-puss conductors, 
Fricke may seem a poor 
substitute for Bernard 
Haitink, who is recovering 
from heart surgery. Bnt as 
his Norwich Ring 
demonstrated last summer, 


Fricke knows his Wagner 
intimately. This Parsifai 
was in safe bands. It was a 
fast performance, bat not 
passionless in the Boulez 
mould; it may have lacked 
spirituality, and Act 2 did 
not exactly crackle, but 
everything was impeccably 
balanced and sustained. 

The time flew by - not a 
bad accolade for a five-hour 
concert The only blot on the 
landscape was the poor 
quality of canned sound for 
the offstage music. If the 
Voice from Above could be 
projected through one of the 
rear doorways, why weren’t 
the other offstage voices and 
trumpets similarly placed? 

Terry Edwards’s chorus 
nonetheless rose to the 
occasion: so did the six 
excellent Flowermaiden 
soloists. Like his Telramund 
last year, Sergei Leiferkos's 
Klingsor was exotic bnt 
miscast, while Jukka 


Domingo had one 
of his fly-by-night 
performances - 
eyes glued to the 
score, swallowing 
words wholesale 

Rasilainen offered a 
lean-toned and less-than- 
angttished Amfortas. The 
only member of the cast to _ 
match Tomlinson for 
true- to- life character was 
Deborah Polaski - a Sundry 
who can wail and shriek 
with the best of them, but 
whose transformation in Act 
2 from tender plausibility to 
castrating vamp was 
oatstanding. The seductive 
kiss which she nearly 
extracted from Plarido 
Domingo's Parsifal was 
more authentic than any 
staged performance I’ve 
seen. 

Donringo had one of his 
fly-by-night performances - 
glued to the score, 
swallowing words 
wholesale, clasping hands in 
phoney prayerfulness. If 
only he would take some 
German lessons instead of 
racing around like an 
international businessman, 
we might be able to take 
him seriously as a Wagner 
tenor. He was certainly the 
most expendable component 
of this Parsifal. 

Further performances tomorrow 
and Friday. 



INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 


CONCERTS 
Ctacortgobouw 
Tet 31-20-675 4411 
London Symphony Orchestra: 

conducted by Michael Tilson 

Thomas in works by Bernstein and 
Copland: May2 

exhibitions 

ffijksmuseum 
Tet 31-20-673 2721 
Drawings from the Golden Ago: 
special display of 100 17th century 
Dutch drawings, organised to mark 
lhe puhScetion of tbs first volume 
of a aeries of catalogues. 

Wghfights to include the first 
landscapes by artists such as 
Vte$cher, Van der Velde and Van 
Qoganjto Jul 12 

OPBtA 

Nether la nd s Opera. Hat 
MuzMdheatnr 

Tet 31-20-551 8977 
Vtozzecte by tog. WSffi Tramped 
tfteefs a revival of W3ly Decker’s 
.1894 production, with designs by 
^^o^jang Gussman. With the 

Nattwtands phtfhgnnonk; 

conducted by Hartmut Haenchen; 
Apr 28 




BERLIN 

CONCERTS 

Phflharmonie 

Tet 49-30-2548 8354 
Berlin PhHharmonic Orchestra: 
conducted by Ciaucflo Abbado in 
works by Mozart, FUhm, Brahms 
and Schumann; Apr 27 

DANCE 

Deutsche Oper 

Tel: 49-30-34384-01 
La Sylph Ids: revival of a production 
designed by David Walker and 
directed by Peter Sehaufuss. after 
August Boumonvflle; Apr 28; May 1 

OPERA 

Deutsche Oper 

Tet: 49-30-34384-01 
Lohengrin: by Wagner. Revival of a 
production conducted by Christian 
Thielemann and staged by G5tz 
Friedrich; Apr 30 

bologna 

OPERA 

Teatro Comunale 

Tel: 39-51-529 99 9 

www.rmttunodlhc/tBatrocomjnalB 

Don Pasqualec by Donizetti. La 
ScaJa production condoucted by 
MaurizJo Benlnifftoberto Poiastri in 
a staging by Stefano VteioH. Cast 
includes Ruggero Raimondi: Apr 
28,30 

CHICAGO 

CONCERTS 
Orchestra Half 
Tet 1-312-294-3000 

• CWca9 °^I 

American premiere “ Gartef *. 
Clarinet Concerto, conduced by 


Ptefie Boulez with clarinet soloist 
John Bruce Yeh. The programme 
is completed by Mahler’s 
Symphony Wo. 1 in D Ma/oc 
Apr 28 

Chicago Symphony Orchestra: 
conducted by Rene Boulez in 
works by Ravel, Ligeti, Messiaen 
and Roussel With piano solo ist 
Rerrs-Laurent Airnard; Apr 30; 

May 1,2 

EXHIBITION 
Art Institute Of Chicago 
Tat 1-312-443 3600 
wwvrjarticjedu 

Gift, Bequest, and Purchase: A 
Selection of Textile Acquisitions 
1993-1997. Including 15th and 
16th century needlework from 
Germany and England, Cambodian 
ween/frtgs, and 20th century works 
of art; to Jul 26 

EDINBURGH 

EXHIBITIONS 

Scottish National Gallery of 

Modern Art 

Tet 44-131-624 6200 

Sacred and Profane: Caium Colvin. 

Display of 10 


photographic works by one of 
Scotland's leading contemporary 
artists; to Jun 28 

FLORENCE 

OPERA 

Maggio Musical® Florentsno 
Tet 39-55-211158 
wwwj7iaggfa i fonMfgw.com 
The Lady Macbeth of the Mtsensfc 
District: by Shostakovich. New 
production by Lev Dodin, 
conducted by Semyon Bychkov, 
Teatro Comunale: Apr 29: May 2 


FORT WORTH 

EXHIBITION 
Kknbefl Art Museum 

Tet 1-817-3328451 
www.kimbeNBrt.org 
Ancient Gold: The Wealth of the 
Thracians. 200 pieces of gold and 
silver including weapons, rings, 
necklaces and ornaments, from the 
RepubSc of Bulgaria. Metalwork is 
the principal archaeological legacy 
of the Thracian people, who 
occupied most of central Europe 
fmn the 5th mJUennium B.G. until 
the 4th century AD.; to Jul 19 

GLASGOW 

EXHIBITION 

Art Gallery and Museum, 
Kehrinyuve 
Tet 44-141-331 1854 
Scrolls from the Dead Sea: 
discovered in caves above the 
Dead Sea between 1947 and 1956. 
these manuscripts have been the 
subject of intense controversy ever 
since. They are the oldest known 
biblical manuscripts of the 
Christian and Jewish religions, and 
have attracted record attendances 
when shown in the US. Here they 
win be shown alongside objects 
including the jars in which they 
were found; from Friday urtta Aug 
30 

HELSINKI 

OPERA 

Finnish National Opera 
Tet 358-9-4030 2211 
The Magic Flute: by MozarL New 
production by Swedish director 
Etienne Glaser, designed by Peter 
TiUberg. Conducted by MMro 
Franck; Apr 29; May 2 


LISBON 

CONCERTS 

100 Days Festival, Expo ’98 
Vienna Symphony Orchestra: 
conducted by Fedosev in a 
programme tba: Coilseu; Apr 27 

LONDON 

CONCERTS 
Barbican Hafl 

Tel: 44-171-638 8891 
London Symphony Orchestra: 
conducted by Michael Tilson 
Thomas in works by Bernstein, 
Mahler and Copland; Apr 29 

Royal Festival Hall 
Tet 44-171-960 4242 

• London Philharmonic Orchestra; 
conducted by Mark Wigglesworth 
in works by Debussy, Beethoven 
and Sibelius. With piano soloist 
Lars Vogt; Apr 29 

• The Royal Opera: Parsifal, by 
Wagner. Concert performance, 
conducted by Bernard Haitink. The 
title role is sung by Ptackfo 
Domingo; Apr 28; May 1 

• PhiBiarmonia Orchestra: Mozart 
Piano Concerto Cycle. The second 
of two concerts given by And fas 
Schtff features the three final Plano 
Concertos, Nos. 25, 26 and 27; 

Apr 30 

OPERA 

EngEsh National Opera, London 
Coliseum 

Tet 44-171-632 8300 
La Bohdme: by Puccini. Steven 

Plm loti's production fa revived by 

Barry Atkinson and Frances Moore, 
and conducted by Alex Ingram; 

Apr 28; May 1 


MUNICH 

CONCERTS 
Philharmonic Gastefg 
Tet 49-89-5481 8181 
Munich PhHharmonic Orchestra: 
conducted by Bernard Klee in a 
programme including works by 
Debussy and Schoenberg. With 
soloists Including soprano 
Hildegard Behrens; Apr 27, 28 

PARIS 

CONCERT 
Salle Pteyei 
Tet 33-1-4561 6589 

Orchestra de Paris: conducted by 
Kurt Sanded ing in works by Mozart 
and Bruckner. With violin soloist 
Tedl Papavrami; Apr 29. 30 

ROME 

EXHIBmON 
Palazzo Ruspofi 
Tel: 39-6-6830 7344 
www.pakazoruspolLtt 

Mummy Portraits: nearly 200 
portraits, previously seat at the 
British Museum In London, painted 
on wooden panels, linen shrouds 
and plaster masks, durfog the first 
three centuries of Roman rule In 
Egypt attended to Apr 30 

ROTTERDAM 

EXHIBITION 

Kunsthal 

Tat 31-10440 0300 
Roger Ballen: This Africa. Works 
representing South Africa's white 
rural poor, by the American 
photographer (b.1950); to Jun 21 


TOKYO 

EXHIBITION 
Suntory Art Museum 
Highlights of Asian Painting from 
Cleveland's Museum of Art 
selection of 100 works ranging 
from the 11th- 19th centuries and 
focusing on the figural tradition; 
from tomorrow until Jun 21 

TV AND 

RADIO# WORLD 
SERVICE 

BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0630: Moneytine with Lou Dobbs 
1330: Business Asia 
19.30: World Business Today 
22.00: World Business Today 

UpdatB 

• Business/Markst Reports: 
05:07; 06:07; 07:07: 0820; 0920; 
1020; 1120: 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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V Tadfrnfr T^nin . thfi 

former Bolshevik 
leader, once 
flaunted his revo- 
lutionary superiority to mere 
ministers of state by insist- 
ing that any cook could run 
the cabinet This week, Boris 
Yeltsin, the Russian presi- 
dent la revelling In a simi- 
larly Olympian elevation 
above the country’s other 
political farces. 

In spite of the fierce objec- 
tions of parliament Mr Yelt- 
sin has Installed Sergei Kiri- 
yenko, a 35-year-old who 
Joined the cabinet less than 
a year ago, as p r l m n Tniwlutgrr 
of the largest country in the 
world- Mr Yeltsin’s frail 
heart is all that keeps Mr 
Kirlyenko from the presi- 
dency of the globe's most 
volatile nuclear superpower. 

For Mr Yeltsin, the month- 
long political crisis has been 
a triumphant display of 
political mastery. First the 
Kremlin chief reminded his 
subordinates that no one 
dare usurp the prerogatives 
of the tsar, abruptly sacking 
Victor Chernomyrdin after 
the loyal prime minister bad 
too openly revealed his own 
presidential ambitions. 

Next Mr Yeltsin effort- 
lessly rose above the 
intrigues of his entourage 
and the posturing of the 
Duma, the lower house of 
parliament by selecting, and 
confirming, a political 
unknown as Russia’s new 
prime minister. The manoeu- 
vre has been particularly 
humiliating for the Commu- 
nists, who have yet again 
shown themselves to be 
Impotent in the face of Mr 
Yeltsin's formidable political 
will and even steelier consti- 
tutional prerogatives. 

“In the Russian political 
system, Yeltsin has absolute 
supremacy over all others.” 
says Sergei Markov, a Rus- 
sian political scientist “If he 
is active, be always wins.” 
Mr Yeltsin has been 
active, and Mr Yeltsin has 
won. He now faces the more 
tedious task of counting the 
cost of his triumph and 
deciding how he Will use his 

freshly reasserted authority. 

The president’s first prob- 
lem is that while his victory 
in the recent political crisis 
was absolute, it was not free. 
In subduing parliament Mr 
Yeltsin has bruised the dem- 
ocratic political institutions 
he himaalf created. 

This month’s conflict has 
graphically illustrated that 
there Is no effective separa- 
tion of powers in Russia’s 


And now for 
the hard part 


As the Russian president celebrates his 
victory, Chrystia Freeland warns that he 
may lose interest in his new prime minister 



Mr (Grfyenko's inexperience could be dangerous 


Picture: AP 


political system. Indeed, the 
president’s dominance over 
parliament is so great that, 
even if the Duma had chosen 
the kamikaze option of vot- 
ing against Mr Kirlyenko on 
Friday and triggering new 
elections, Mr Yeltsin would 
have had the authority uni- 
laterally to confirm his can- 
didate as prime minister. 

Worse still, in the heat of 
the confirmation battle, Mr 
Yeltsin used his formidable 
powers publicly to reinforce 
the venality of Russia’s polit- 
ical system. In a televised 
comment, he ordered his 
staff to take care of the 
material needs of members 
of parliament who backed 
Mr Kiriyenko. 

“All this horse-trading, 
especially Yeltsin's open 
attempt to bribe the parlia- 
ment, has lowered his 
authority and that of the 
parliament,” complains And- 
rei Piontkovsky. head of tire 
Moscow-based Centre for 
Strategic Studies. 

The danger for Russia - 
and for Mr Kiriyenko - is 
that now the adrenaline- 
pumping confrontation with 


the Duma is over. Mr Yeltsin 
will simply lose interest. 
Over the past few years, as 
the dramatic dismantling of 
communism has given way 
to the more tedious job of 
building capitalism, that ha<t 
been his habit 

Last spring, he appointed 
a dream taam of reformers, 
led by Anatoly Chubais and 
Boris Nemtsov, to lead a sec- 
ond wave of change. But 
instead of offering his 
“young wolves” consistent 
political support, he reverted 
to his mare accustomed pol- 
icy of allowing rival factions 
in the government to fight it 
out while maintaining a 
safe distance in the Kremlin. 

For Mr Kiriyenko, this sort 
of presidential remoteness 
would be devastating- For aB 
his vaunted technocratic 
prowess, alone he stands 
little chance of wresting con- 
trol over Russia’s vast 
bureaucratic machine. Even 
more numerous than they 
were In the Soviet era, and 
sensitive to who has real 
power, it will be some thna 
before Russia’s apparatchiks 
treat Mr Kiriyenko seriously. 


“I think it's going to be 
very difficult for the Kiri- 
yenko government to do 
anything,” says Roland 
Nash, an analyst at MKF- 
Benaissance, a Moscow 
investment bank. “Kiriyenko 
might make the right noises 
but not be able to implement 

anything." 

Mr Kiriyenko’s inexperi- 
ence and the inertia of Rus- 
sia’s bureaucratic machine 
could be particularly danger- 
ous now, as depressed world 
oil prices are depriving the 
country of the expert reve- 
nue that has been its life- 
blood for decades- Following 
a systemic crisis in tax col- 
lection, the low oil prices 
could emerge as one of the 
country’s most serious eco- 
nomic challenges thlc year. 

They will pose a dilemma 
for Mr Kiriyenko, who, like 
Russia’s previous prime min- 
ister, is a former fuel and 
energy minister. Be may be 
tom between his loyalties to 
the oil sector and his obliga- 
tion to the country. 

“We are entering a very 
dangerous period. For 
decades Russia has lived on 
oil export s and now the price 
is felling.” says Mr Piootkov- 
sky. “My fear is Kiriyenko 
will try to save the old. oil- 
dependent economic m odel , 
when what Russia needs is 
to reorient its economy.” 

These are serious misgiv- 
ings. But western investors 
such as Mr Nash are giving 
Mr Kiriyenko the benefit of 
the doubt He faces huge 
problems, but bis challenges 
are no greater than those 
confronted by the old gov- 
ernment. As a young man, 
shapaH by the new R ussia , 

not the old Soviet Union, the 
market is cautiously betting 
Mr Kiriyenko will find better 
solutions than hie 60-year - 
old predecessor. 

During the bitter confir- 
mation struggle, a Commu- 
nist chief dubbed Mr Kiri- 
yenko a “Gaidar-chik” - a 
smaller version of Yegor Gai- 
dar, Mr Yeltsin's first a c tfn p 
prime minis ter who set the 
market revol ution In motion. 
The unintentioned compli- 
ment Is a ninknama Mr Kiri- 
yenko must try to merit 

He win be able to do so 
only if Mr Yeltsin - who 
backed Mr Gaidar but aban- 
doned him before his revolu- 
tion was complete - proves 
more loyal to his new prime 
minister. Even the best cook 
is doomed to fail without a 
recipe, or with an employer 
whose tastes change half- 
way through every meal 



LETTERS TO THE EDITOR 

1 . 

Trade unions are still the workers’ champions 


From Mr John Monks. 

Sir, “The struggle between 
capital and labour has 
ended. Capital won,” says 
Joe Rogaly (“Time for a new 
David to tackle Goliath", 
April 18-19) - adding that 
“trade unions are destined to 
be forgotten before long”. 
That’s that, tKm Or is it? 

That’s not how it looks in 
Brazil and South Korea, 
where trade unions have 
been at the heart of the dem- 
ocratic developments; nor in 
the European Union and 
many other parts of the 
industrial world. The global 
generalisation that does fit 
the facts is' that independent 


trade union organisation 
remains the best correlate 
with democracy, pluralism 
and relative equality. As Cor 
tire global statistics of trade 
union membership, the ques- 
tion of growth or decline is 
affected in large measure by 
the view one takes about the 
statistics of the former 
Soviet bloc and China. 

In bis remarks about tire 
UK, Mr Rogaly is re-fighting 
the last war. Whatever else 
rmf> may say about the Euro- 
pean snriai model, it is. not 
the am ip as the 1970s UK. 

model. Moreover, is he say- 
ing that the quality of 
people’s contracts of employ- 


ment is no longer central to 
their dally lives? Or that 
trade «»««« do not play a 
large part in setting the 
standards for thee? 

As for recruitment and 
recognition, all we ask for is 
a level playing field, which 
is not what we have at pres- 
ent We still prefer volunta- 
rism, but it is the growing 
disinclination of many 
employers to apply, that pre- 
cept that now makes a legal 
framework necessary. 

- jt is the trade unions that 
are leading the debate on the 
multi-stakeholder account- 
ability of business. Other 
Stakeholders should have 


rights as well os sharehold- 
ers. The limited liability 
company itself is a legal arti- 
fact in a way trade unions 
are not Of couree other non- 
governmental organisations 
can help act as a counter- 
vailing force to the multi- 
national corporations - and 
we increasingly co-operate 
with - text the hypoth- 
esis that they can replace 
trade unions in this respect 
is considerably overstated. 


John Monks, 
general secretary. TOC. 
Congress House, 

Great Russell Street, 
London WCiB 3LS. UK 


Bringing the laws into line 


From Mr Ion Wingfield. 

Sir, We must emphasise 
tha t fiie latest amendment to 
our legislation referred to in 
your article “Hong Kong law 
rrrmfxj under attack” (April 
8) merely preserves the sub- 
stance of the legal posi tion 
that existed before Hong 
Kong's transition. We have 
e mbarked on an adaptation 
of laws programme to reflect 
Hong Kong's reunification 
with China and to bring 
existing laws into line with, 
our constitutional document, 
the Basic Law. 

Two serious misconcep- 
tions in your report must be 
put right First all Chinese 
state-owned enterprises that 
perform commercial func- 
tions in Hong Kong are, and 
wiU continue to be. bound by 
Hong Kong laws. They do 
not enjoy any rights or privi- 
leges above threw available 
to any local or foreign com- 
mercial firms or investors in 
Hong Kong. They must com- 
ply with the Hong Kong laws 
relating to hantinp finance. 
company law, insurance, 
import and export regula- 
tions, arbitration, contracts 
and other relevant areas. 

The level .playing field 
remains an over-riding 
principle and practice gov- 
erning all commercial 


dealings in Hong Kong. 

Second, PRC state organs 
are not above the law in 
Hang Kong, just as the Brit- 
ish Wrin g wnng govern- 
ments were required to 
abide by the laws of Hong 
Kong before reunification. 
Like them, PRC organs must 
now comply with the Bill of 
Rights, the general criminal 
law. ctvn law and ordinances 
that bound the “Crown” 
now hmd the “state”. 

The legislation passed on 7 
April 1998 only placed PRC 
state organs in the same 
position as British “Crown” 
authorities before transition. 
Chinese state-owned enter- 
prises that perform commer- 
cial functions have been 
explicitly excluded from the 
definition of “state" in the 
amen dme nt legislation to 
make it crystal clear to all 
concerned that they have to 
comply with Hong Kong law 
in the same way as their 
competitors in tte market 


We should welcome any idea 
to keep our cities moving 


From Mr Richard Delnhoy. 

Sir, Clearly Roger Parry, 
chief executive of More 
group, does not rely on bus 
services, judging by his dis- 
missive comments about bus 
pagers (“Decaux offers 
unusual takeover incentive”. 
April 16). Decaux’s novel 
idea to provide pagers to tell 
yon when the bus is due 
must be welcomed as a way 
to improve the reliability 
and attractiveness of bus 
services. 

We need all kinds of inno- 
vative ideas if we are to 
achieve the modal shift that 
wifi be required to keep our 
cities and towns moving. 


Bus shelter information dis- 
plays, such as London Trans- 
port’s Countdown system, do 
not go far enough. 

Rather than pagers, how- 
ever, I was most impressed 
by the system working on a 
recent visit to Toronto. Sim- 
ply phone a dedicated tele- 
phone line, key in the code 
number of the local bus stop, 
and a recorded message tefis 
you when the next buses are 
due. The UK could do well to 
copy this simple idea. 


Richard Delahoy, 
272 Shoebury Road, 
Southend on Sea, 
Essex SSI 3TT, UK 


Tan Wingfield, 
secre tar y for justice 
(acting). 

Dept of Justice, 

4/F, High Block, 
Queensway Government 
Offices, 

66 Queensway, 

Hong Kang 


Nuclear waste an R&D issue 


From Dr. Kirsten 
Bfndemarm. 

Sir. The mam problem for 
the nuclear countries 
appears to be that they still 
have no solution to the dis- 
posal of waste. So far there 
is no evidence that the issue 
of nuclear safety is being 
addressed with any intellec- 
tual consistency- This is also 
reflected In the dramatic 
decrease in spending on 
nuclear research and devel- 


opment by Institute of Eco- 
nomic Affairs governments 
over the past decade. With- 
out sufficient R&D. the prob- 
lem of externalities such as 
waste disposal will never be 
adequately solved. 


Kirsten Blndemann, 
research fellow, 

Oxford Institute for Energy 
Studies. 

57 Woodstock Road 
Oxford 0X2 6FA, UK 


Number One Southwark Bridge, London SE1 9HL 
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Germany’s fault lines 
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L ate April is trad- 
itionally a time of 
optimism about the 
German economy. 
The post-winter fall in unem- 
ployment yields favourable 
headlines in a country that 
remains stubbornly resistant 
to the use of seasonally 
adjusted economic data. The 
Hanover industrial trade 
fair, which closed at the 
weekend, can usually Joe 
expected to generate heart- 
warming news of export 
achievement 

Thanks partly to unusu- 
ally mild weather, there has 
been nothing this spring to 
dent ex pecta t i on s of respect- 
able 2J5 per cent to 3 per cent 
growth this year. 

But Germany cannot look 
forward to a classic, job- 
creating economic upturn. 
The economy presents a pic- 
ture of contrasts and is riven 
by fault lines. 

Exports flourish while 
domestic demand stagnates. 
Manufacturing industry 
prospers as retail sales con- 
tract end construction 
remains In recession. The 
official unemployment 
count, in spite of falling 
200,000 from its January 
peak, was still 4.62m last 
month - 12 J per cent of the 
labour force. The govern- 
ment talks of a change for 
the better in west Germany, 
but admits no sign of 
improvement in the former 
communist east. 

In spite of Asia's financial 
crisis, there is no sign yet of 
an end to the export boom. 
Helped by the D-Mark's 
depreciation over the past 
two years, the nation's visi- 
ble trade surplus jumped 
nearly a quarter to a post- 
unification record of 
DM122bn ($67bn) last year. 

The surplus in the first 
two months of this year 
advanced to DM17.7bn from 
DM12-9bn in the samp, period 
of 1997. And while Imports 
Increased by LL6 per cent to • 
DM183. 2bn, exports 
advanced by on even more 
impressive 14.1 per cent to 
DMl505bn. 

Export-oriented industrial 
sectors are creating jobs. 
The electrical and plwh-nnic 
industries expect to mrrg fise 
employment by up to 30,000. 
The engineering sector has 
forecast 20,000 new jobs. The 
motor industry, having 
expanded employment, for 
some months, needs a fur- 
ther 10,000 workers. 


Recovery will continue but it will be a 
joyless affair wrth bad news offsetting good 

Germany: a tale of two economies 

Ansi % change - - 
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teal sales grown 


But offsetting this good 
news are warnings that the 
building industry could shed 
a further 70.000 to 100,000 of 
its 1.2m labour force. The 
retail trade expects modest 
job losses after a 30,000 
labour force decline last 


The private and public sec- 
tor banks have embarked on 
a wide-ranging consolidation 
that according to a possibly 
conservative estimate from 
the Dag white collar work- 
ers’ union, could cost 200,000 


growth In the east slowed in 
1996 and last year lagged 
behind that in the west for 
the first time since 199L 

But there are bright spots 
even in east Germany. The 
region's manufacturing 
industry, though a relatively 
small part of the economy, 
booked 12 per cent more 
orders last year and 
increased output by almost 9 
percent 

Helmut Kohl, the chancel- 
lor, sees Germany’s low 
annual Inflation rate of 


Chancellor Helmut Kohl's coalition is 
paying dearly for starting late down 
the path of reform to a more . 
market-oriented economy 


jobs during the next five to 
eight years. 

The problems of the new 
L a n d e r are grave. In March, 
seasonally adjusted unem- 
ployment was 18.3 per cent 
in east Germany, twice the 
western level. While the 
western unemployment total 
of 3.07m was 36,000 below 
that of March 1997, the l£5m 
eastern German jobless fig- 
ure had tnrrpwspd by ira, Quo 
from the year before. 

The period of rapid eco- 
nomic catch-up in toe east 
has ended. After growing at 
an average annual rate of 8 
per cent for four years. 


about 1.3 per cent as evi- 
dence of successful economic 
management It Is, however, 
as much a reflection of the 
country’s high unemploy- 
ment and toe failure, so far, 
of surging exports to trigger 
a broadly based economic 
recovery. 

This failure has begun to 
rattle the chancellor. Con- 
scious of his poor position in 
the opinion polls ahead of 
September’s general elec- 
tion, he complained last 

week that employers should 

be showing greater “social 
responsibility” and hiring 
more people. 


Unfortunately for Mr KohL 
German business has 
become increasingly hard- 
nosed in the face of tougher 
international competition 
and ahead of the introduc- 
tion of the single currency 
next January. His coalition 
is paying dearly for starting 
late down the path of reform 
to a more market-oriented 
economy. The latest figures 
show that public spending 
and transfers accounted for 
a high 488 per cent of gross 
domestic product last year 
while nearly half gross earn- 
ings from employment went 
to pay taxes and social secu- 
rity costs. 

In the long term, Germany 
is bound to benefit from the 
corporate restructuring that 
has so far boosted share 
prices, swelled export figures 
and dole queues. There are 
already some impressive 
results. Productivity as mea- 
sured by GDP per employee 
advanced 3.7 per cent last 
year against 2.7 per cent in 
1996 and 22 per cent in 1995. 
Average unit labour costs 
fell LB per cent last year, the 
sharpest such fall sinrg uni- 
fication in 1990. 

The downside, as revealed 
by the GDP statistics, is that 
gross income from employ- 
ment increased by just 02 
per cent last year and actu- 
ally fell In the second half of 
1997. After tax and social 
security deductions, the 
average wage earner suf- 
fered a 0.4 per cent dsetina 
in monthly net earnings to 
DM2,700 last year, according 
to a report last week from 
the IW economic research 
institute of Cologne. With 
adjustment for inflati on the 
decline in monthly incomes 
was nearer 2 per cent 

Wage settlements so far 
this year have been running 
at about 15 per cent But 
consumers will suffer from 
this month’s increase in 
value added tax to is per 
cent from 15 per cent 

Germ any’s recovery will 
therefore continue thin year 
but it win be a joyless affair, 
threatening Mr Kohl with a 
fate similar to that of his 
friend, George Bush, who 
lost the US presidential elec- 
tion of 1992. Like Mr Bush, 
Mr Kohl is standing for re- 
election with impressive for- 
eign policy achievements to 
his credit But toe economic 
“feelgood factor” is missing 
and it is difficult to see 
where it can come from. 



} 




•i N 


\SC 






' in 'h pi 






:y* 

-'%* 

- •--- - S' 


Kosov 


d 




mt 

4: 





■WM'l 

MM 

•**np 

s** ■*$ 
----- si* 
Os**-** 

ret* - : 
=**#*’. 

* 

wsaib 

* 

~“53 

TVrfirttt 

'm* 

£-&ti i 
‘I 





FINANCIAL TIMES 


MONDAY APRIL 27 1998 


17 


COMMENT & ANALYSIS 


FINANCIAL TIMES 

Number One Southwark Bridge, London SE1 9HL 

Tel: 4-44 1 71 -873 3000 Telex: 922186 Fax: +44 171-407 5700 

' 'Monday April 27 1998' 

Southern side to 
Irish peace 


Hie Cate of the Good Friday peace 
agreement will ultimately be 
decided in Northern Ireland. But 
it affects southern Ireland too, 
and its chances of success will be 
influenced by the way the south 
reacts to it 

The south will vote on the 
same day and the same Issue as 
the north, but not in the same 
form. The agreement requires the 
south to amend articles 2 and 3 of 
its constitution, withdrawing 1 the 
claim to sovereignty over the 
whole island, which those 
articles in their present form 
appear to make. 

That does not seem to be ask- 
ing much. The Republic has 
never attempted to exercise sov- 
ereignty in the north In practice. 
Most southern voters view the 
north's troubles with the samt* 
distaste - and almost the same 
incomprehension - as their coun- 
terparts in Britain. 

The main southern political 
parties are strongly in favour of 
the agreement And yet a reputa- 
ble opinion poll, taken soon after 
the agreement was reached, 
showed only 61 per cent of 
southern voters favouring it 

Many southern voters have fol- 
lowed the peace process only dis- 
tantly. They do not see why 
peace in the north requires them 
to change their constitution. The 
Sinn Fein leaders have shown 
signs of hoping to exploit this 
mood, and perhaps to preserve 
unity in their own ranks, by 


backing a No vote in the south 
while supporting the agreement 
in the north. 

Bertie Ahern, the Irish prime 
minister, has rightly warned they 
should not expect to get away 
with such self-serving equivoca- 
tion. But he may not have helped 
his own cause by sched uling a 
second and entirely separate ref- 
erendum, on the Amsterdam 
treaty cm closer European Union 
ties, for the same day. 

This foels suspicions that Mr 
Ahem is attempting to smuggle 
Amsterdam past voters without a 
proper debate on, far instance, its 
possible implications for the 
future of Irish neutrality - alleg- 
edly at the behest of the Euro- 
pean Commission, which hopes a 
strong Irish Yes - will influence 
the much more doubtful result in 
Denmark. 

As a result of recent court deci- 
sions, the No camp ai g ns in both 
refer enda in the SOUth on Ma y 22 
win be entitled to equal air time, 
and an equal share of taxpayers' 
money. All the more important, 
therefore, that Mr Ahem and 
other party leaders exert them- 
selves to explain the vital role 
the Republic has to play in secur- 
ing peace in the north. The 
dearer the south’s verdict in 
favour of peace, the harder tt win 
be for Nationalists in the north 
or south to challenge it in future, 
and therefore the greater the con- 
fidence that Unionists will be 
able to place in it 


Kosovo vote 


In seeking a political settlement 
of the crisis in Serbia’s Kosovo 
province, the international com- 
munity has tried to focus pres- 
sure on one man, the notorious 
Balkan recidivist Slobodan Milos- 
evic. But the hitter has been able 
to duck behind the Seri) people 
by getting them in last Thurs- 
day’s referendum to endorse his 
refusal to allow foreign media- 
tion. But what .may he clever 
short-term tactics by Mr Milos- 
evic is lousy long-term strategy 
for the Serbs, who are likely to 
pay an incr easing price far fol- 
lowing their leader. 

Foreign mediation was the ref- 
erendum’s immediate pretext. 
Since the latest violence erupted 
in March, no talks have taken 
place. Leaders of Kosovo’s ethnic 
Albanian majority have refused 
to meet Serb republic representa- 
tives because to do so would 
endorse their subordination to 
that republic, and have 
demanded to treat instead with 
the Yugoslav federation and with 
foreign mediators present. A 
third-party broker is reasonable, 
given the mistrust between the 
two sides and their gross dispar- 
ity in power. It is also something 
for which, if guerrilla activity 
were to become war, Serbia 
might - itself one day beg: 

But the real issue of the refer- 
endum was Serbs han g in g cm to 
Kosovo and Mr Milosevic hang- 
ing on to Serbia. By whipping up 
Serb nationalism, Mr Milosevic 


hopes to cow those inside Serbia 
who do not want to fight for Kos- 
ovo, as well as liberals in power 
in Montenegro and the Bosnian 
Serb republic. 

The outside world has partially 
succeeded in its top priority - 
preventing Kosovo setting other 
Albanian communities around its 
borders alight United Nations 
peacekeepers are to stay in 
neighbouring Macedonia. Nato is 
sending a few technical teams to 
Albania to help it secure its bor- 
ders, though that did not stop 
last week’s incursion into Kosovo* 
erf some 200 guerrillas. But the 
fire inside Kosovo remains 
unquenched. 

The six-nation Contact Group 
meets this Wednesday, tills time 
at official level because US and 
European ministers are growing 
weary and wary of Kosovo. The 
talk will be of sticks, maybe a 
freeze on Belgrade’s financial 
assets, and of carrots, like the 
reversibility of sanctions. The 
most effective mix would see 
Serbia itself gradually outstrip- 
ped by its neighbours, even its 
brethren in Bosnia, while it stews 
in the isolation of sanctions. 

The problem with -this long 
game is that while the Contact 
Group can preach patience, it 
cannot force it upon the Kosovo 
Albanians. Last week’s border 
tftnshes showed that To stabilise 
the frontier, Nato may have to 
step in and deploy troops on the 
ground in Albania. 


UK productivity 


ct month. Gordon Brown will 
ite industrialists to discuss 
? Britain could raise its game 
the industrial world. The UK 
ihcellor believes that there is a 
oductivtty gap" of between 20 
cent and 30 per cent with 
ace and Germany and of 40 
cent with the US. He told 
Aaessmen last week that 
Bther they bad to close it. 
his raises two questions: first, 
he gap as serious as he sug- 
ts? Second, what, if anything 
. a government do about it? 
he first question is a notori- 
ly slippery one. For example, 
hnple comparison of capital 
* per worker, set out in the 
usury's last Budget report. 
mis little without further 
irmation, such as the cost of 
Itai and the price of labour, 
presidential capital stock per 
Iter may be 50 per cent higher 
France than in the UK. But 
t could be because the FTench 
rted lots at money building 
necessary nuclear power sta- 

and uncompetitive state 


r do the comparisons of out- 
lier worker, set out in the 
wry’s pre-Bodget report last 
i tell a much clearer story, 
e showed France to be 30 per 
ahead of Britain. Fine, as far 
goes, but France has a large 
persistent unemployment 
tan, while the UK has been 
rdng the numbers out of 
: since 1993. 

iy such measures of a sa 'P' 
S inriiirtivitv can must be 


set against the high pro fitabilit y 
of UK companies and a booming 
stock market - despite the strong 
squeeze which has been applied 
by the appreciaticm of sterling. 
As Mr Brawn said, a quarter of 
Britain’s national output is open 
to world trade, and 60 per cant of 
exports -compete in continenta l 
Europe, where productivity is 
supposedly higher. So quite a lot 
of British industry is doing the 
right thing. 

Of course, a continued cur- 
rency squeeze may show up 
weaknesses; but there is good 
evidence that in the 1980s UK 
companies greatly improved their 
performance. Among the seven 
largest industrial nations, the 
UK’s gross domestic product per 
head was the slowest growing in 
the 1970s, hut among the fastest 
in the next decade. Recently, it 
has slowed down, but that may 
partly reflect a rapid foil in 

unemployment. 

No doubt there is plenty of 
room for improvement, but Mr 
grown should be cautious. Gov- 
ernment interference has in the 
past done more harm than good. 
As he rightly says, the govern- 
ment’s best contribution is to set 
a stable monetary and fiscal 
background. If that results in a 
strong pound, industry win be 
sparred to improve efficiency. 

A Labour government may stiH 
need to be reminded that busi- 
nessmen are more Utely to take 
risks » meet this challenge if 
they know that they can keep a 
hie share of the profits. 


Shares in the action 

An FT survey asks what part leading shareholders play in the running of companies 
and what top directors think of their investors. Jane Martinson reports 


H ow do shareholders 
actually affect the 
running of UK busi- 
nesses? And what do 
the directors of the UK’s 100 big- 
gest companies really think of 
the institutional investors who 
own their assets? 

The answers, in a no-holds 
barred survey carried out by the 
FT, make salutary reading for 
those who see the Anglo-Saxon 
model of share ownership as the 
brave new world order. 

Under this vision, well- 
informed shareholders take an 
active role in improving company 
performance; they keep execu- 
tives on their toes by asking awk- 
ward questions about strategy; 
they punish Tnigfo k pfl by disin- 
vesting; and they reward good 
performance by bidding up the 
share price, making it easier or 
cheeper for companies to raise 
more money. 

The reality, as seen through 
the eyes of the company directors 
involved, is a little more prosaic. 
While there is widespread evi- 
dence that fund managers are 
demanding more interviews, the 
usefulness of meetings is often 
questioned by finance directors 
called to them. Many of the 74 
finance directors interviewed for 
the survey resented the time 
spent educating fund managers 
who are moved on before gafninp 
adequate knowledge. 

Several directors were also 
irked by fond managers who ask 
for more and more attention. 
"When they want a meeting they 
want it now, which is very frus- 
trating when you are trying to 
run a business," said one. 

Some of the comments will 
leave their unidentified speakers 
open to charges of thinking like 
corporate dinosaurs. “Some 
[institutional investors] believe 
that they own the business," said 
one director. “But they are trad- 
ers in flnanrial instruments." 
Thai comment ignores the most 
basic tenet of the Anglo-Saxon 
view of capitalism: shareholders 
do own the business. 

A mare common criticism of 
shareholders is that they rarely 
add anything that the companies 
perceive to be of valua Almost 
half of those surveyed felt that 
their main shareholders "rarely 
or never" offered any useful com- 
ments about their business. 

A surprising number of direc- 
tors expressed the view that 
shareholders were too dodle a 
breed in general. “We often won- 
der why institutional investors 
tolerate inadequate performance 
in other companies.” said one 
director. “They could often be 
tougher. We sometimes wish 
shareholders would be tougher." 

It is often said that the increas- 
ing globalisation of investment 
habits makes for a tougher envi- 
ronment for companies. But one 
notable feature of the survey was 
the dominance of a handful of UK 
fund management companies. 
When asked to single out compa- 
nies for praise or crttidsm, more 
directors mentioned Mercury, the 
Prudential and Schroder - the 
three largest UK managers - 
than any other. They were partic- 
ularly praised for their under- 
standing of the business. 



The popularity of these manag- 
ers possibly relates to their size. 
Citywatch, the market research 
company, estimates that the top 
five land managers own 26 per 
cent of the FTSE 100, white the 
top 10 have 36 per cent, a far 
greater concentration than is 
found in the US market. In these 
circumstances, few fond manag- 
ers can afford to move out of a 


(k£ewofl(29%) 


FTSE 100 company altogether 
and therefore remain long-term 
shareholders whether the invest- 
ment is liked or not 

Such concentration also makes 
it easy to see why directors are 
prepared to spend the time on 
one-to-one meetings with their 
largest managers while they can 
resent the behaviour of the 
smaller shareholders who "lack 
understanding". 

The concentration of owner- 
ship could also help explain one 
erf the most surprising results of 
tiie survey; company directors 
disagree with the widely held 
view among corporate gover- 
nance groups and government 
officials that shareholders are 
short-tennis t Almost all direc- 
tors felt their biggest sharehold- 
ers were in it for the long term. 
This provides an important cor- 
rective to the view that the (Sty 
damages companies by forcing 
them to abandon long-term pro- 
jects for the sake of quick 
returns. 

The survey also cast doubt cm 
the claim often put forward by 
fund managers that they work 
behind the scenes to deal with 
issues of corporate governance. 
Perhaps surprisingly, almost all 
of the directors interviewed - 92 
per cent - said that shareholders 
rarely or never tried to use their 
muscle to make changes behind 
the semes. 

Of course directors and execu- 
tives do not necessarily give an 
impartial account of the role of 
shareholders. So, while a fifth of 
all directors admitted to having 
had a serious disagreement with 
their leading shareholders over 
the past five years, this may 
understate the situation. 

Whatever the foots on behind- 
the-scenes behaviour, some direc- 
tors were irritated by off-the- 
record briefings to journalists by 
fond managers. Investors claim 
to use these briefings when aS 
other avenues are closed. One 


director fozned: *T don’t think the 
FT should quote an anonymous 
shareholder saying I am useless. 
They should be prepared to stand 
up and be counted.” 

The behaviour (rf UK investors 
contrasts sharply with that of 
their rivals across the Atlantic. 

"US Investors are more con- 
cerned to understand the busi- 
ness and want to meet people 
who ran the individual divi- 
sions,” said one finance director. 
“They are less satisfied with the 
odd chat with the chief executive 
and finance director.” 

US managers - notably Capital 
International and Fidelity, which 
have both roughly doubled their 
UK equity exposure in the past 
five years - won plaudits for 
working harder on meetings and 


will inevitably move more to a 
US approach and that’s not a bad 
thing ," said one director of a mul- 
tinational company. Continental 
European investors were rarely 
mentioned and, when they were, 
comments were negative. 

The influence of US investors, 
who are conservatively estimated 
to have a 10 per cent stake in the 
UK mar ket, appears to have had 
a for greater impact than the first 
two corporate governance reports 
produced by top-level committees 
of City professionals and indus- 
trialists. 

Some 81 per cent of directors 
said that the Cadbury and Green- 
bury codes on corporate gover- 
nance produced since 1993 had 
had no effect on their relation- 
ship with their investors. 


A surprising number of directors said that 
shareholders were too docile a breed in 
general. 'We often wonder why institutional 
investors tolerate inadequate performance 
in other companies,’ said one director 


employing more in-house ana- 
lysts. 

However, there was evidence of 
some tnipyrep with the increasing 
familiarity. "The US managers 
look for more Intimate relation- 
ships. They try to understand 
what it’s like to be you. This is 
not bad, but you have to learn to 
handle it. It can be stressful,” 
said (me director. 

Some directors were more seri- 
ously uncomfortable about par- 
ticularly probing questions. “The 
Americans will try to get price- 
sensitive information out of you 
and they get annoyed if they 
don’t secure It," said one. 

However, several directors felt 
that UK ftmd management was 
becoming more Americanised 
and that communication was 
improving as a result "The UK 


One director was moved to say: 
"I am suiprised at the lack of 
interest in Cadbury and Green- 
bury among major shareholders. 
It's never discussed at meetings 
with them. 1 would welcome 
greater involvement on the addi- 
tional reporting requirements." 

Fund managers did not come 
out well on the issue of voting on 
company issues, for example at 
annual meetings. Institutional 
investors often claim that they 
vote on virtually every Issue. Yet 
just 3 per cent of directors 
believed their shareholders voted 
every time, while another 47 per 
cent believed they voted on 
"most occasions”. 

These figures are likely to add 
grist to the mill of the UK gov- 
ernment, which has put the fund 
management industry on notice 
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that it will be forced to vote if it 
does not Improve its record. 

Companies claimed they also 
received little feedback about 
how those votes were cast, with 
49 per cent saying that sharehold- 
ers only occasionally explained 
their decisions. 

In spite of the problems, the 
relationship between the UK’s 
largest companies and their prin- 
cipal shareholders does appear to 
have improved. Factors may 
include increased political and 
public interest in corporate gov- 
ernance or greater competition. 

Some 68 per cent of companies 
said they were happy with their 
relationship, while 23 per cent 
said they were very happy and 9 
per cent said they were satisfied. 

Desultory questioning of execu- 
tives, for example over strawber- 
ries in the corporate hospitality 
tent at Wimbledon, does appear 
to have been replaced with for 
greater analysis, often to the dis- 
comfort of the companies con- 
cerned. “They are more profes- 
sional and better researched than 
five years ago.” admitted one 
director. 

Few of those involved, whether 
finance directors or shareholders, 
believe that the trend towards 
greater involvement and commu- 
nication between the two sides is 
going to end. This is partly 
because of increased US invest- 
ment and partly because of the 
threat of government interven- 
tion. “Investors are much more 
sensitive to their responsibilities 
than in the past because they are 
looked on as the guardians of the 
corporate conscience," said one 
director. "And that’s much better 
than the government doing it” 

The poll, comprising companies in 
the FTSE 100 index, teas con- 
ducted by FT journalists with 
finance directors and, in a few 
cases, with other relevant senior 
executives. There was a 74 per 
cent response rate. 



Neoh man for 
Ihe job 

Anthony Neoh, Hong Kong's suave 
top securities regulator, Is 
beginning to took irreplaceable^ 


With his three-year term 
uncomfortably close to expiry, 
there is no glimpse of a successor 
on the horizon. 

A few names have been bandied 
about, but they tend to feD off the 
shortest almost as soon as they 
heave into view. Some have got 
other top jobs. Others appear to 
have decided that three years at 
the Securities and Futures 
Commission Is a poisoned chalice: 
thou must be easier ways of 
earning a faring than trying to keep 
order in the Hong Kong stock and 
futures markets in the backwash of 
the Asian financial crisis. 

The government was reduced to 
extending Its trawl overseas, 
though its foreign headhunting was 

less wholehearted than its search, 
at home. Neoh is the first focal 
chairman of the SFC, which was 
set up in the aft erm a th of the 1987 
global crash, which forced the 
closure for a time of the Hong 
Kong market 

Neoh's two predecessors were 
A u s tr a lian and British, but - 
especially with China rather than 
the colonial masters running the 
show - bringing in another 
foreigner would have been seen a 
a step backwards. 

So the government must be 
relieved that Neoh has agreed to 
help it out by offering to extend his 


stay until a suitable candidate can 
be fmmd. Financial secret ar y 
Donald Tsang loyally attributes the 
delay to Neoh's irreplaceable 
qualities and the fact that “we are 
demanding quality, which is hard 
to come by". 

Tsang should know. Only last 
week he was appointed to head up 
a taskforce to explore ways of 
solving another growing problem in 
Hong Kong: unemployment 

New wrinkle 

Ageism has finally arrived In the 
Socialist Republic of Vietnam, 
despite the country's strong 
Confucian traditions, and a 
language which incorporates 
respect for one’s elders into one’s 
choice of personal pronoun. 

The office of prime minister Phan 
Van Khal has decreed that hum 
now all new appointees to the rank 
of deputy minister or equivalent 
should be no more than 55, and 
reiterated that the retirement age 
for men bi g overnment service is 
60 - ft's 55 for women, 
ft’s not deer what implications this 
might have for the premier himself 
- he is a sprightly 64 - or for 
some of his colleagues on the 
PoHburo. Preekfant Tran Due 
Luong b 61 , whie Commuiist 
party general secretary Da Kha 
Phteu is a grandfetherly 66. 

The three already represent a new 
generation of Vietnamese leaders, 
having taken over last year from 
premier Vo Van Net {than 74), 
President Le Due Anh (77) and 
general secretary Do Mud (80) 
Those worried about the abilities of 


the elderly might remember that 
Ho Chi Minh, the founder of the 
nation, was 79 when he died In 
office in 1969. 

Birthday party 

The World Trade Organisation Is 
keen to get a good turnout of 
world leaders for celebrations next 
month of the 50th anniversary of 
the multilateral trading system. 

It even shifted the date of the 
formal commemoration forward a 
day to May 19 to assist various big 
cheeses who are Involved fr some 
Intensive summitry in the UK - the 
annual Group of Seven bash in 
Birmingham and a separate US-BJ 
summit in London. 

So far only Swiss president Ravta 
Cats end Singapore's prime 
minister Goh Chok Tong have 
definitely said they are coming, 
and a dozen or so others are 
expected, including Tony Blair, 
Britain's prime minister and current 
holder of the rotating European 
presidency, Japan's Ryutaro 
Hashimoto and Canada's Jean 
Chr&ian. 

Others considering attending 
include Presidents Fernando 
Enrique Cardoso of Brazil, Carlos 
Menem of Argentina aid Nelson 
Mandela of South Africa. 

The prize draw is obviously US 
president Bill Clinton who, 
according to Rita Hayes, US WTO 
ambassador, "has expressed the 
desire to come to Geneva*. 

Though scheduling problems are 
officially said to be the main 
obstacle. US officials have been 
dropping heavy hints that prior 


agreement on a US proposal to 
make Internet trade duty-free 
would be a useful incentiva 
The non-appearance of Clinton 
would be a disappointment for the 
WTO but not a disaster. At the 
start of the process, confesses one 
WTO official, "our nightmare was 
that we would get Castro and 
Kabila and no one else". 

Gently Bentley 

Conspicuously absent from the 
gathering of 1,000 well-heeled 
owners and enthusiasts at France’s 
legendary Le Mans race track 
yesterday for the launch of 
660110/8 nsw Am age saloon were 
Bemd Racheterieder and 
Ferdinand Pifich, the two German 
motor industry executives who’d 
love to get tfrafr hands on the 
luxury brand by capturing 
Rolls-Royce, which owns it 
While some enthusiasts chose 
simply to indulge themselves in a 
Bentley love-in. admiring extensive 
displays of the famous marque's 
history and its links with the 
24-hour endurance race, others 
were bold enough to take the 
wheel of the company's blisteringly 
fast new Amage - named after one 
of the circuits most challenging 
bands. 

The new car's V8 engine - capped 
by twin turbochargers - comes 
from Pischetsrieder's BMW, which 
Observer reckons remains the 
likely victor of the takeover battle 
for Britain's most famous luxury 
car group, in spite of Piach’s 
determination to see Volkswagen 
cross the Ene first. 


100 years ago 

The Sinews Of War 
How to provide the sinews of 
war is the question at the 
moment occupying the attention 
of the Spanish and American 
governments. A naval war in 
these days is about the most 
expensive amusement in which 
any nation can Indulge, and the 
picking up of trifles In the shape 
of stray merchantmen here and 
there does little to Gghten the 
burthen. Trie necessity of 
providing funds naturally 
presses much harder on Spain 
than on the United States, but 
even the latter country finds 
itself obliged to resort to rather 
drastic measures whereby to 
raise the needful. The War 
Revenue BUI prepared by the 
Ways and Means Committee of 
the House of Representatives 
contemplates the raising of 
additional revenues to the extent 
of ninety or a hundred million 
dollars. 

50 years ago 

USA By Constellation 
Speecfoird 

Advertisement “From London 
Airport to New York In 20 hours. 
Six flights weekly: 3 via 
Shannon, 3 via Glasgow. Fare 
£156 7 shillings return. Your 
local B.O-A.C. appointed agent 
makes to charge for expert 
advice, dialled Information or 
booking. British Overseas 
Airways Corporation.” 
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Smith’s paper chase 


There is never a good time to be a 
mfdcUing-sized company in a depressed 
sector, facing a strong sterling. But for 
David S. Smith, the timing could not be 
worse. Its shares have underperformed 
the market by some 45 per cent over the 
year. And along comes a ance-in-a-cyde 
opportunity to Jump right up the league of 
European paper groups via the acquisi- 
tion of KNFs corrugated cardboard mak- 
ing business. 

The logic of the deal is compelling. Size 
would bring economies of scale and plug 
gaps in Smith's European coverage. The 
rub is the price: an estimated £8 75m 
($1.48bxi) versus Smith's market capitalis- 
ation of £670m. 

With interest cover expected to be seven 
times for the financial year just ended. 
Smith’s balance sheet is strong. Loading 
up with an extra ESOOm of debt could 
bring interest cover down to around three 
times, without recourse to the cash flows 
and profits of the KNP business. Throw 
those in, and the debt burden could rise, 
possibly up to an extra £500m. Not impos- 
sible, but a tall order. 

No wonder other Ideas axe circulating. 
Venture capital groups can afford to bid 
more. Why not marry industrial logic 
with financial engineering and put In a 
combined bid? The idea sounds att r a ct i ve, 
bnt looks unworkable. 

The special purpose vehicle would have 
to stay separate from Smith, to allow the 
equity partner to keep tabs on Its invest- 
ment But this would lose the synergies 
that first justified the deal. Also, how to 
ensure an exit for the equity partner bene- 
ficial to both? If Smith's numbers for this - 
deal, do not stack up with boring old 
equity and plain v anilla debt, they proba- 
bly will not stack up any other way 
either. 

Saab/BAe 

The debate ova- European defence consol- 
idation is warming up nicely. Hard on the 
heels of the alliance between GKN and 
Agusta, we have the prospect of British 
Aerospace taking a strategic stake in 
Swedish militar y aircraft manufacturer. 
Saab. Hie two rmrapHnlps alrpariy shar e a 
marketing arrangement, but willingness 
to pay for an equity stake of up to 35 per 
cent would dearly represent a qualitative 
leap forward in the relationship. 
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For BAe the appeal is dear enough. Not 
least is access to Sash's space and weap- 
ons prowess. Arguably more important, 
though, is the strategic angle: It will 
increase BAe’s punching power in the 
shake-out to create a single European 
al craft manufacturer. 

And it may not stop there, as BAe/Saab 
would be a more attractive partner for 
Europe's other defence minnows such as 
CASA and Alenia. This would certainly 
provide food far thought far BAe's Ger- 
man and French counterparts, DASA and 
Dassault The snag is that the Swedish 
government will almost certainly not 
allow BAe a control position, making any 
deal potentially less attractive. But with 
the savvy Percy Bamevik now holding 
the reins at Investor, Saab’s parent, these 
fears are mitigated. 

US airiines 

America’s big airlines have invented a 
new version of musical chairs: six of 
thwn , six chairs, no one gets left out. 
January’s code-sharing alliance between 
Northwest and Continental looked set to 
give the fourth and fifth largest carriers 
added dout In a maturing domestic mar - 
kef. 

It has not taken their rivals long to 
respond. American Airlines, the number 
two, is merging its frequent flyer pro- 
gramme with sixth-placed US Airways. 
And top-ranked United Airlines is trying 
to link with Delta, the third biggest 
On Its own, the Northwest/Continental 
deal might have squeaked by Ihe regula- 


tors, in spite of concern over rising fares 
a qd flijninishing competition. But con- 
fronted with three deals, they must be 
tempted to veto the lot 
Even if they do not the fact that all six 
are beefing up together makes worthwhile 
shifts in market share hi g hl y unlikely - a 
typical zero som game. Most disappoint- 
ingly, none of these alliances involves 
cost reductions, indeed, profitability 
might suffer if the airiines have to bribe 
their nninrm into agreement - the Delta/ 
United negotiations have already hit a 
snag because of opposition from pilots. 
Shareholders need not despair, however. 
Despite the lack of short-term benefits, 
they should regard t h**?** marketing pacts 
as the first step to full mergers, which 
would produce huge value through cost 
savings. Historically, airlines have proved 
to be touchy bedfellows. But the Indus- 
try's powerful economies of scale will 
eventually force farther consolidation. 

Palladium 

The Palladium show is becoming compul- 
sive viewing. The precious metal hit a 
record $390 a troy ounce last week, the 
highest it has ever been, and more than 
three times its value at the start of 1997. 
The squeeze has come about because Rus- 
sian producers, accounting for 60 per cent 
of production, are having trouble getting 
held of export licences for the second year 
running. Trading in the matal hag gro und 
to a halt, and it will probably take physi- 
cal deliveries to introduce some liquidity 
in the market. 

Given that palladium is a $2bn-a-year 
market (compared with $5bn for silver 
and $35bn for gold), does any of this mat- 
ter? The short answer is yes. The automo- 
tive industry, which uses the metal in 
catalytic converters, and electronics com- 
panies, which use it In chips, have stock- 
piled anon g h palladium to avoid disrupt- 
ing production for now. 

But they can argue with justification that 
they should not have to take an thin kind 
of risk for a third year in a row. Some 
substitution (to platinum for car manufac- 
turers, and nickel for chip producers) may 
be possible. But it could he technically 
tricky. 

At same point, consumers may well feel 
the hit. Ei ther that i or standards an car 
emtesinns will have to be softened. 
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Europe today 

Denmark, southern Sweden end 
southern Finland wfl be cloudy, 
with rain pushing north- neat into 
southern Norway. The Low 
Countries, western Germany, the 
western Alps end eastern France 
wH have showers, thundery at 
times. Western France will have 
sunny spels and showers. Eastern 
Germany, eastern Austria, Poland, 
the Balkans, south-east Italy and 
Greece wffl be warm with hazy 
sunshine, but the real of Italy and 
Cyprus will have showers. The 
western MecBtenwiaan will have 
sunny spate, but Portugal and 
northern Spain w3I be showery. 

Five-day forecast 
Centred and western Europe wfl) 
have showers and longer spelb of 
rain. The eastern Mediterranean 
will atao become more distorted, 
with thundery rain reaching Greece 
on Wednesday and Thursday. 
Eastern Euope wW stay fine and 
settled with warm sunshine. 
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Opec ready to cut crude 
oil output to boost prices 

Energy ministers hint at reducing supplies as revenues stay low 


By Gary Mead 

Opec hinted yesterday that it was 
ready to cut crude oil output in an 
attempt to underpin ra g gin g intern a- 
tional prices. 

Energy ministers of three Gulf 
states said the next scheduled meet- 
ing of the Organisation of Petroleum 
Exporting Countries - In Vienna an 
June 24 - must address the issue of 
all prices. 

Obaid bin Saif al-Nasseri, Opec's 
president *m<i petroleum minister of 
UAE/.safck Tf the off price stays 
where it is- now there win be a lot of 
talk about further r»nt» and we don’t 
rule out any possibility." - 

The size of the potential cut was 
not determined but would be on a 
“pro- rata basis", meaning Opec 
states and those producers outride 
the. group ready to trim supplies 
would implement the same percent- 
age cutin output 

Qpec staged an emergency meet- 
ing in Riyadh on March 22 where it~ 


agreed to reduce production by 
L245m barrels a day until the end of 
this year. The meeting coincided 
with the price of Brent crude on the 
International Petroleum Exchange 
dropping to $12.77 a barrel, a nine- 
year low. 

The deal was seen as particularly 
important as it also involved non- 
Opec members, such as Norway and 
Mexico, agreeing to cat production. 

The oil markets responded by 
briefly pushing Brent back up to 
$15.62 a barrel, but It has since 
retreated as analysts and industry 
specialists consider there is still a 
considerable global supply overhang. 

While in 1997 Brent averaged 
$19.30 a barrel, on Friday it closed on 
London’s International Petroleum 
Exchange at 91390 a barrel. It has 
scarcely threatened to break the $15 
a barrel mark since February. 

Backing up the UAE minister 
hum comments from his counter- 
partein Kuwait end Qatar. Abdullah 
bin Hamad al-Attiyah, Qatar’s oil 


minister, said: "I support every 
effort to protect the oil price, even If 
• it is a cut. and whatever the cut may 
be I will support it” 

Such strong hints of further cuts, 
onming from leading Opec figures, 
were seen yesterday by one analyst 
as testing the ground rather than a 
clear indication it would happen, 
although he added: "It has to 
happen. At these prices, many Opec 
members' economies are beginning 
to hurt badly." 

The budget for the current fiscal 
year for Kuwait, which controls 
almost 10 per cent of the wori&'a 
proven oil reserves, projected oil rev-, 
enues of $13 a barrel, yet Kuwaiti 
crude prices have been languishing 
at about $10.50 for some months. 

Sheikh Saud Nasser al-Sabah. 
Kuwait’s oil minister, said yesterday 
that if prices failed to recover the 
country could face .."economic 
catastrophe" and a national deficit 
is the next fiscal year equivalent to 
$&55bn. 


KNP studies bids of $1.48bn 
for corrugated board division 

Deal could begin restructuring of packaging sector in Europe 


Bu tram .Ifc ■■ -* — -> 

oj Jonunn rtxu n vq Hcrvor 
in OockhokB aad Bartwa Soft 
ki Amsterdam 


Two European packaging manufact- 
urers are competing to buy the cor- 
rugated cardboard operations of 
KNP of the Netherlands in a dwai 
that would result in a restructuring 
of tiie industry on the Continent. 

David S. Smith of the UK and 
Mats* Sola of Finland have hid for 
the business, the tbfrd-biggest maimr 
of corrugated board in Europe, prod- 
ucing L4bn sq m a year. 

The two bids are understood to 
have been in the region of Fl3bn 
($L48bn) and another o ff er from an 
uxt-named investor group is believed 
to have been made. KNP's packaging 
division madp operating profits in 
1997 of some FI 150m. 

KNP said in February that it 
would sell the operations as part of 
plans to focus on its distribution 
business In graphic paper, office 
products, printing presses and per- 
sonal computers. 


" A preferred bidder, could be 
announced next week. KNP has said 
the business would be demerged and 
brought to the stock market if it did 
not receive adequate offers. 

Smith's in volv e ment in the auc- 
tion has attracted attention because 
the UK group is capitalised at just 
£660m (SLlhn), considerably less 
than the expected offer price. 

Analysts say a deal makes strate- 
gic sense for Smith, the sixth-biggest 
European producer of corrugated 
cardboard at 900^)00 sq m a year. If 
Smith' won the auction, it would 
jump to third place behind SCA of 
Sweden &65bn sq m) and Jefferson 
Smurfit, the Irish group (2.6bn sq m). 

However, they are concerned 
about how the deal would be 
financed. Smith is thought to have 
suggested buying in tandem with a 
venture capital group, which it 
would subsequently buy out 

Such a deal would not work, ana- 
lysts say, because it would prevent 
Smith integrating the KNP business, 
which could result in annual cost 


savings of up to £30m. 

Another option would be for Smith 
to reduce its cash outlay by offering 
KNP its Spicers distribution busi- 
ness - said to be worth up to £30Qm 
- as part payment. Although titia 
ostensibly would help KNP, tha 
Dutch group is said to be holding 
out for a cash deal. 

The deal would also prove a big 
leap for MetsS Serla, which la capi- 
talised at about FMV.Sbn. Although 
it is Finland’s third -biggest forestry 
concern, it is relatively weak in cor- 
rugated board with annual produc- 
tion of 120m sq m. 

Analysts believe Mctsii could 
extract fewer synergy benefits than 
Smith, and would not be able to 
bring about the consolidation needed 
in Europe’s competitive industry. 

Prices of fluting and liner, the 
main ingredients for corrugated 
board, have risen but end-product 
prices have felled to rise in step, in 
spite of volume growth. 
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An independent name and an 
independent approach 
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Hawkpoint Partners offers an independent approach to corporate finance 
in an investment hanking world which is consolidating rapidly. 
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INSIDE 


Chicago exchange in good shape 

Futures exchanges are under pressure to cut costs 
and cope with a globalising financial services 
industry. But the Chicago Board Options 
Exchange celebrated Its 25th birthday last weak in 
ccndWona that look enviably benign. TWs Is due 
mainly to the rise of WaH Street and the growth of 

equity-related wealth in the US. Page 25 

RWE embraces one share, one vote 

The ownership of RWE, 
the German industrial 
conglomerate, domi- 
nated by municipal 
shareholders wtth multi- 
ple voting rights, b 

about to undergo a 
transformation, accord- 
ing to Clemens B&reig 
(left), finance director. 
The Essen-based group, 
which has sales of 
DM72 bn ($40bn), has 
restructured its shareholder base ending the 
murticipaRties' hegemony. This will lead to a sat -up 
based on one share, one vote. Page 22 

EMERGING MARKETS 
Politicians’ deaths hit Bovespa 

Brazil's stock markets were groping for direction 
last week after the deaths of two of the country's 
most important political leaders In two days. Both 
w ere central figures in President Fernando Hen- 
rique Cardoso’s cost-cutting reforms. Page 24 

MONEY MARKETS 
Traders cool on Emu 

The meeting in Brussels 



Dotiar 
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to choose the founder 
members of European 
economic and monetary 
union will mean relatively 
little to currency traders. 
No German rate rise is 
expected, nor are any 
currencies expected to 
revalue within the 
exchange rate mecha- 
nism. Some Federal 
Reserve officials have 
suggested US Int e re st rates will rise. Page 31 

MARKETS THIS WEEK 

New York 

US markets last week slowed down their frantic 
pace with the main equity Indices slipping as the 
yield on Treasury bonds rose. Thursday could see 
the greatest movement on the bond market when 
economic statistics are released. Page 28 
Frankfurt 

Markets wfll be concerned with who win heed the 
European Central Bank. A further issue concerning 
investors is likely to be Volkswagen's fresh bid for 
Roll-Royce Motor Cars of the UK. Page 26 
Tokyo 

Equity markets are IBcety to come wider pressure 
after last Friday's eoonomlc package. Any hint that 
the government might Introduce permanent lax 
cuts would be a plus for stocks. Page 28 
London 

Total trade figures for February and non-European 
Union trade numbers for March are expected 
tomorrow. The UK Purchasing Managers Aprfl 
index Is expected on Friday. Page 26 


FT GUIDE TO THE WEEK 
- full listings Page 40 

CHRETIEN VISITS CUBA 
Jean Chretien, Canada's prime minister, today 
makes the first visit by a Canadian government 
leader to communfst-nded Cuba since Pierre 
Trudeau went In 1976. Cuba says the visit 
underscores Ottawa's dose ties with Havana. 

ALBRIGHT TO DISCUSS TRADE WITH JAPAN 
Madeleine Albright. US secretory of state, arrives 
fin Japan tomorrow as part of a week-tong Journey 
to Aslan countries. She wttt discuss trade 
Imbalances and Japan's economic reforms. 
WHO’S IN AND WHO'S OUT OF EMU 
EU finance ministers meet on Friday to prepare for 
a summit to deckle the founder members of 
economic and monetary union, the conversion rate 
for euro currencies and appointments to the board 
of the European Central Bank. 


COMPANIES IN THIS ISSUE 


Aatfs" 

20 rrnat 

20 

Agusta 

18 KNP 

18 

American AtrBoea 

18 Kirch 

2 

Aon Group 

3 Kirin Brewery 

19 

BMW 

10 Uon Nathan 

19 

UKWMWUI 

2 Lonrho 

20 

BkHbMToys 

20 Mattel 

20 

BoMan 

2 Metal Soria 

18 

British Aerospace 

18 Mom Group 

19 

ContinanW Airlines 

18 NewsCorp 

20 

Cridtt Lyormals 

2 Nomure Capital 

19 

Davids. Smith 

18 Northwest AWnee 

18 

Gseaux 

19 RS Publishing 

19 

Oafei 

18 Rote-Royce Motors 

19 

Pahneefock 

19 Saab 

IS 

ftlrftt 

20 US Airways 

18 

HratQragi 

20 United AMne* 

18 

QKN 

18 VkjRsts 

19 

Quhnoss Past Soup 

20 Volkswagen 

19 


MARKET STATISTICS 


s 

Bonds si London recent iwuos 

20 ladwdwasenira 

iqanymtolO to«to ,,ta,d *" rta 

notes 37 Honey markets 

fa 26 New W fond Issues 

note 29 Stock mown st*0 ,WOB 


SI 

26 

3133 

SM» 

31 

3t 

36 


R-R Motors chief urges rapid deal 


By Haig Shnonfes In La Maas 

Graham Morris, chief 
executive of Rolls-Royce Motor 
Cars, yesterday called for a 
swift and transparent conclu- 
sion to the takeover battle 
over the marque. 

TBs ple a nwip the day after 
the supervisory board of 
Volkswagen, Europe’s biggest 
car maker, approved plan* to 
raise its offer for the company. * 

Ferdinand PiSch, chief exec- 
utive of vw, is thought now to 
have authority to offer more 
than £400m ($664m). He 
arranged for a Rolls-Royce 
Silver Seraph to be delivered 
to VWs headquarters in Wolfs- 


Plea as Volkswagen prepares to top BMW’s offer 


burg as part of a weekend pre- 
sentation to the board. 

Although Vickers, Rolls- 
Royce’s parent, entered Into 
exclusive sale talks with BMW 
late last month, VW hopes to 
better its German rival when 
the four-week exclusive negoti- 
ating period between Vickers 
and BMW ends this week. 
Vickers BMW have still 
not finalised the termw of any 
agreement, but observers say 
BMW is unwilling to raise its 
offer above £ 34 Qul 

Mr Morris’s comments »»»» 
as Rolls-Royce launched the 


Bentley Amage, its second 
new model in two months. 
Based on the Silver Seraph 
unveiled in February, the 
2145,000 Amage uses a turbo- 
charged V8 engine to offer 
much hi ghar performance. 

Senior Rolls-Royce execu- 
tives said the uncertainty over 
their company’s future was 
affecting workers and could 
hurt sales. However, they 
pointed to 50 Arnages. worth 
£7m, laid on for almost 1,000 
prospective customers at a 
launch yesterday at Le Mans, 
scene of some of Bentley’s 


most famous racing victories, 
as evidence of the company’s 
confidence in its new products 
and its future. 

Observers fear that a pro- 
longed battle would damage 
sales as well as morale. A sale 
to VW could trigger severe dis- 
ruption. as the engines and 
other essential components for 
the Silver Seraph and the 
Amage come from BMW. Both 
potential buyers also have to 
clarify their plans for the com- 
pany’s new two-door sports car 
range, due in mid-2000. Mr 
Morris, while stressing that 


the outcome of the takeover 
battle was for Vickers and its 
shareholders to decide - and 
would be based largely on 
price - said an Important sec- 
ond criterion was to ensure 
the stability and prosperity of 
the workforce at Crewe, where 
the company is based. 

Despite the uncertainty over 
Rolls-Royce’s future, Mr Mor- 
ris said initial responses to the 
Silver Seraph and Amage had 
been encouraging with 300 
orders for the new Rolls-Royce, 
compared with 440 for the pre- 
vious saloon model last year, 
and 100 for the Bentley. 

Observer, Page 17 


ROCK SINGER AGREES $15.4M SECURITISED LOAN 


Rod Stewart clinches 
bond deal with Nomura 


By Soon Davies and 
ADce Rawsthom 

Rod Stewart, the 53-year-old 
British rock singer, has ended 
months of negotiations by 
clinching a $l5.4m securitised 
loan from Nomura Capital, the 
Japanese banking group, 
backed by revenues from his 
music publishing ewtalngnp 

The Stewart deal follows last 
year's ground-breaking Bowie 
bond, under which David 
Bowie raised $55m against his 
future royalties in an issue 
arranged by Fahnestock, the 
US investment bank. 

Ever gin™ the heavily over- 
subscribed Bowie bond. US 
banks have been trying to per- 
suade musicians and other 
intellectual copyright holders 
- including authors, record 
labels and film libr aries - to 

stage similar Heals _ 


At a time of low yields on 
Treasury bonds, there is 
Strong demand among inves- 
tors for such issues. It is 
already common for Holly- 
wood movie studios to raise 
production finance from secur- 
itised loans, and for biotech- 
nology companies to use them 
as an Inexpensive source of 

finanne. 

Record companies are now 
considering similar transac- 
tions. V2, the new UK record 
label launched by Richard 
Branson's Virgin Group, 
recently appointed Morgan 
Stanley, the US investment 
bank, to advise it on such 
issues. 

KMS, e US boutique invest- 
ment bank, is structuring a 
securitisation backed by the 
contract and endorsement rev- 
enues of one of the US’s lead- 
ing haalnrfhaTI players. 


For ageing rock stars, such 
as Rod Stewart and David 
Bowie, securitised Issues pro- 
vide a tax-efficient m«mg of 
enjoying the fruits of their 
future earnings. 

The most bankable musi- 
cians own the mastertapes to 
their recordings, such as David 
Bowie and U2, the Irish rock 
group. The mastertapes of 
most stars, including Rod 
Stewart, belong to their record 
labels, and the only security 
they can offer against bonds or 
loans is their royalty income. 

Mr Stewart has received his 
Nomura loan through RS Pub- 
lishing, a company owning cer- 
tain rights to his songs. It is 
secured by various assets, 
including payments from 
EMI's music publishing divi- 
sion, which adminis ters Rod 
Stewart’s music publishing 
rights. 



Golden Rodb Folowfng in David Bowie's footsteps 


Picture AP 


More acrimony as Decaux threatens suit 


By Aadrew Edgscfiffe-Jotmson 


The acrimony between Decaux 
of France and Its British bid 
target. More Group, looked set 
to descend into a legal farce 
last night as the two billboard 
and bua shelter groups 
swapped accusations of anti- 
competitive practices. 

Decaux said it was planning 
to initiate a civil lawsuit 
against More Group today, 
alleging that an employee of 


More's subsidiary in France 
had circulated a misleading 
document to discredit Decaux 


with French advertisers. 

Roger Parry, More Group's 
chief executive, Insisted there 
was no such document, and 
said More Group France was 
planning its own action 
against Decaux, accusing it of 
predatory pricing in Rennes. 

The latest row betw e en the 
two companies came as the 

Local* Government Association 
gave its first indication erf con- 
cern about Decaux's proposed 
£475m (3789m) bid. 

The asso ciatio n a»iH that the 
"couple of dozen" members 
who had. w ritten to it about 


the bid had been "unanimous 
in saying that they are worried 
about a loss of competition". 

Decaux and More control 
about 90 per cent of the local 
authority street furniture mar- 
ket, and 24 per cent of the out- 
door advertising market 

Decaux produced its own 
survey of 119 local authorities 
last week, saying 52 supported 
its bid, 10 were opposed and 57 
were neutraL 

Yesterday, Decaux claimed a 
More employee circulated a 
critique of Decaux’s billboards, 
which used the name at Carat 


the media buyer controlled by 
Aegis, without its consent. 
More said the dispute centred 
on whether some photographs 
had been mislabelled. 

Jean-Francois Decaux, chair 
man and chief executive, said 
he had not seen the document 
but was confident it existed. 

Mr Parry told an advertising 
audience on Friday that "Any 
lawsuit that is notified to the 
Financial Times before being 
notified to the courts reeks of 
a publicity stunt” Mr Decaux 
rejected the accusation. 

Following renewed reports 


of a French investigation into 
whether Decaux abused its 
monopoly position In France. 
Mr Decaux said he would con- 
sider suing third parties for 
having circulated the investi- 
gators' draft report 

Mr Parry accused Decaux of 
"clutching at straws" with its 
proposed legal action. 

Decaux's persistence has 
surprised Clear Channel, its 
rival in the race to buy More 
whose bid was cleared last 
week. The Texan group had 
privately dismissed Decaux as 
M all hat and no cattle". 


Kirin may 
take stake 
in Lion 
Nathan 

By Gwen Robinson in Sydney 

Executives from Kirin Brewery 
of Japan spent the weekend 
with counterparts from Lion 
Nathan, the New Zealand 
brewer, in talks which could 
lead to a link between the two 
companies. 

Kirin, Japan’s largest 
brewer, is believed to be inter- 
ested in a 30 per cent stake in 
Lion Nathan, which is number 
two in the Australian market 
and the biggest brewer in New 
Zealand. 

Speculation about a merger 
or takeover of Lion Nathan 
has driven Its share price up 
by more than 25 per cent since 
the be ginning of the year, 
valuing it at nearly NZ*3bn 
(USSi.TSbn). 

Kirin's 30 per cent stake 
would include the 17 per cent 
owned by Doug Myers, chair- 
man and former chief execu- 
tive of Lion Nathan, who has 
indicated his desire to sell up 
and retire. Three directors 
associated with Mr Myers, 
whose grandfather founded the 
company, have a further 6 to 7 
per cent of the shares. 

The Japanese brewer - the 
world's fourth largest - would 
not confirm reports that it had 
placed a Japanese yen-denomi- 
nated order for about NZ$800m 
on Thursday night in Tokyo to 
fund the acquisition. The 
report, in Japanese business 
daily Nihon Keizai Shimbun, 
said Kirin was likely to 
invest about YlOObn ($770m) in 
Lion. 

On Friday, Lion issued a 
cryptic announcement advis- 
ing shareholders not to sell 
their shares as talks "may 
affect their value". In trading 
on the Australian Stock 
Exchange, its shares jumped 
43 cents to AM.65. helped by 
Lion's move to announce 
strong half-year profits ahead 
of the original schedule of 
April SO. Net profits In the first 
half to February rose an 
annual 14.5 per cent to 
NZ$82.7m. 

For Kirin, a compelling 
attraction would be Lion's suc- 
cessful move into China, 
where it began beer produc- 
tion last month. 

Lion has 42 per cent of the 
Australian market, second 
behind Foster's Brewing 
group, and the leading position 
in New Zealand with 56 per 
cent of the market 

The company’s beer brands 
inclu de Tooheys, Castlemaine 
XXXX and Swan in Australia 
and Steinlager and Lion in 
New Zealand. 
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Slim pickings in Korea 


Every snack bar in Seoul has 
an IMF menu, every discount 
store an IMF poster. Four 
months after the International 
Monetary Fund agreed a res- 
cue package for Korea, its 
Initial* are the most common 
western alphabet characters 
visible in the Seoul streets. 

From an investor's point of 
view, tire writing cm the wall is 
more inscrutable. Once 
western banks agreed to roll 
over their lending, the stock 
market rejoiced for two 

months, then went nowhere. 
What is the outlook? 

The new president, Kim 
Dae-jung, says he is turning 
the economy from government 
direction, cronyism and debt 
finance to full democracy, 

free-market princip les. 

vigorous corporate governance 
anri strengthened equity from 

home and abroad. 

1 am firmly determined to 
turn Korea into the best nation 
in which to do business in all 
aspects, including inves tment 
conditions,” he told an FT 
conference. "I will not allow 
any form of discrimination 
between Korea and 


The whole project is 
extra ordi n arily ambitious, 
with great potential But there 

is an uneasy sense of 
foreboding in Seoul 
Koreans who appreciate the 
radical nature of President 
Kim’s policies are frustrated 
western investors are 
holding back. Yet the Hood of 
overseas portfolio investment 
that some Koreans appear - 
unrealistically - to anticipate 
is not what the economy 
a ctually needs. At the heart of 


the problem is a financial 
system that may have, 
according to local estimates, 
same 20 to 30 per cent of 
non-performing loans. With 
that scale of impaired assets, 
tire banking system is 
essentially bust It urgently 
needs recapitalising if lasting 
damag R to the real economy is 
to be avoided. Foreign capital 
is the most attractive solution. 

The two biggest banks, 
FixstBank and Seoul Bank, are 
up for sale to foreigners in an 
anrtfnq manag ed by Morgan 
Stanley. The likely bidding is 
unclear. AD the banks have 
been heavy lenders to the big 
industrial groups, the chaeboL 
which have debt burdens of up 
to five times their equity. This 
money was used to diversify 
into low-margin businesses. At 
the higher interest rates 

Imposed in the wake of the 
IMF package, the chaebol find 
debt service increasingly a 
problem and their access to 
fresh funds is impaired. 

The government would Hicw 
the chaebol to sell nan-core 

operations to foreigners, 
bringing their debt-equity 
ratios down. The chaebol agree 
In principle, but are unwilling 

accept fire-sale prices. 

In fact, they don’t see why 
thing s can’t go on just as they 
were - a bit of belt-tightening, 
a bit of bard work, a year or so 
of current account surpluses 
»nd debt repayment, and all 
will be welL "Our objective is 
to build a large 
current-account surplus 
through aggressive 


in the shortest period of time," 


said Kim Woo-choong, founder 
of Daewoo. 

This foot-dragging is hard to 
counter. "You cannot Just tell 
the chairman of Hyundai what 
to do," said one government • 
policy adviser. The obvious 
solution - using the threat of 
bank foreclosures to Induce a 
Change in chaebol behaviour - 
is extremely risky. 
Unemployment is already 

rising Sharply. A miahandlpd 
get-tougfa policy might induce 
an accelerating do wn w ar d 
spiral of factory closures and 
loss of mnaumar confidence. 

So the next few months are 
critical. If the gove rn ment can 
push the chaebol to make asset 
sales and the recapitalisation 
of the banking system goes 
ahead, Korea may scrape 
through this year's recession 
and resume growth next year. 
If that buys a breathing space 
for reforms to take root. Korea 
will be healthier than before, 
flffpring much gr pptw 
opportunities to foreign 
investors. If, however, the 
chaebol drag their feet, the 
banking system finds few 
foreign suitors and the reform 
process stalls, then Korea 
could find itself like Japan - 
co ndemne d to persistent 
stagnation. Koreans, angry 
and ashamed about their 
sudden iww of status, are 
unlikely to view that prospect 
with equanimity. From an 
investor's point of view, the 
buy signals to watch out for 
are early chaebol asset sales 
and a good response to the 
bank auctions. Without such 
signs, Korea will offer only the 
sDm pickings you get when 
you eat from the IMF menu. 



April 1998 


This announcement 
appears as a matter 
of record only 


FF576 million management buy-out 
led by Electra Fleming 

Hygiene Diffusion 

Manufacturer of persona! hygiene products 


ELECTRA 
I IJEMING 


Electra Fleming 65 Ktngsway- 31 rue dc Usbonne 

International Private Equity London WC2B 6QT 75003 Paris 

Tel +44 171 831 6464 Tel +33 1 5383 7910 

Regulated by IMHO Fax+44 171 404 5333 Fax -23 1 5333 7920 





- .'.-•..•''-••A. 


r~- -3 




20 


FINANCIAL TIMES MONDAY APRIL V 1 WS 


COMPAN I ES & FINANCE 

MEDIA SHAREHOLDER OBJECTIONS TO PROPOSED MANAGEMENJ SHARE PAY-OUT AFTER £2 84M BOOKBUILDING EXERCISE . 

Aegis faces opposition to incentive schenie 


By Andrew Edflecfiffe-Jafinson 
and Susanna Voyte 

Aegis, the media-buying 
group, Is facing opposition to 
a management incentive 
scheme which it has put up 
for approval at its annual 
general meeting on May id - 
when it will face its new 
shareholders. 

The group has seen about 
40 per cent of its shares put 
up for sale through a book- 
building process, which is 


understood to have achieved 
a price of about 80p a share 
- right at the top of market 

expectations - for a total of 
about £284. Sm. The book- 
building was due to dose on 
Friday night - about a week 
ahead of the original time- 
table - after strong demand 
in the UK and the US. 

Aegis already has the 
power to issue employees 
with shares worth up to 10 
per cent of Its share capital. 
It is now seeking authority 


for a scheme under which it 
could pay out shares worth 
another 5 per cent to "a 
qmaTi group of key manag- 
ers”. 

At least one institutional 
shareholder objects to the 
new scheme, on the grounds 
that it would dilute other 
investors' Interests. 

The plan was originally 
backed by Warburg Pincus, 
the US investment firm 
which bolds 32 per cent, but 
which will not be able to 


vote at the annual general 
meeting because it is selling 
its stake through the book- 
building. 

Crispin Davis, Aegis chief 
executive, already, holds 
options over 9.4m options at 
25£p. which at Friday's clos- 
ing price of 83Kp are show- 
ing a profit of £&36m. Last 
year Mr Davis .earned 
£971,000 in salary, bonuses, 
and long-term incentives, 
against £833,000 in 1996. 

One shareholder said he 


was concerned about the 
scheme, although he gave 
the company credit for mak- 
ing it performance-related. 
The executives will get the 
extra 5 per cent of shares If 
certain performance targets 
are met, including the com- 
pany's total annual share- 
holder return reaching 15 
percent. 

Warburg Pincus said last 
week that It was selling its 
264.8m shares in Aegis 
which, combined with stakes 


Liberation from the shackles of a corporate parent 

Andrew Edgecliffe-Johnson on Lonrho Africa’s chief executive 


I t is lunchtime in the res- 
taurant of the Lusaka polo 
club. Mark Newman, chief 
executive of Lonrho Africa, 
sips a rock soda with angos- 
tura bitters, with Jacob 
Mwanza. Zambia's central 
bank governor, Francis 
Kaunda, the man in charge 
of privatising the country’s 
copper Industry, and Tom 
Mtine - Lonrho’s political 
fixer in Zambia for more 
than 30 years. 

Mr Newman leans over to 
Mr Mtine and asks : "Will we 
be able to meet the president 
tomorrow?” Lonrho Africa's 
72-year-old “country chair- 
man” picks up his mobile 
phone, dials President Chilu- 
ba's office and says: “Good 
afternoon. Mtine here. Any 
chance?" 

Welcome to Lonrho Africa, 
the company- which Mr New- 
man is steering to the year’s 
most unusual demerger, 
when on May 7 Lonrho will 
spin off its 14-country collec- 
tion of sub-Saharan car 
showrooms, cotton ginneries 
and distribution businesses, 
to concentrate on its gold, 
coal and platinum mining. 

Despite beginning a tour 
of African political leaders 
last week, to brief them 
about the company’s 
im pending independence, Mr 
Newman is adamant that 
doing business in Africa is 
no longer a question of need- 
ing political favours: “Africa 
has changed," he says. His 
argument has yet to filter 
through to everyone in the 
company. “I don't think one 
can say it has changed. You 
can never divorce politics 
from business," said Mr 
Mtine later. 

Mr Newman's stance is 


not one which endears him 
to Tiny Rowland, who at the 
age of 80 keeps up his con- 
tacts with the likes of Nel- 
son Mandela as eagerly as he 
maintains a barrage of criti- 
cism against his successors 
in Lonrho. 

Mr Rowland is as rude 
about Mr Newman as he is 
about most present-day Lon- 
rho executives: “If you were 
to ask me in front of Mark 
Newman, do you think that 
he is the man to lead Lonrho 
Africa, I would say never - 
under no circumstances." 

Although Mr Newman 
joined Lonrho Kenya in 1981 
and became chief executive 
of Lonrho East Africa four 
years later, Mr Rowland 
claims to know little about 
him: "My only contact with 
him was that I used to go to 
Nairobi every three or four 
weeks. He used to meet me 
at the airport and have my 
passport stamped, and that's 
about an." For Mr Rowland. 
Mr Newman is “a decent 
bloke, and honest and able 
to do what he was doing 
before, .but not a money 
maker". 

Mr Newman, meanwhile, 
points out that Mr Row- 
land's Incessant deal-making 
left his successors with a 
large organisational head- 
ache. “With Rowland there 
was a tremendous resistance 
to selling anything or cut- 
ting staff. Unlike most con- 
glomerates. Lonrho [under 
Rowland] never really reor- 
ganised. You never got any 
new investment and there 
was no direction.” 

Perhaps It is not surpris- 
ing that his planned £&3m 
refurbishment of the venera- 
ble Norfolk Hotel in Nairobi 


NOTICE OF REDEMPTION TO THE HOLDERS OF 
FOOD DON, INC. 

5% Conwtlbh Subardbmtod Dabontuma dua 2003 
*CUStP Numbar 344775 AA9 

NOTICE IS HEREBY GIVEN *» provided in toe Indenture dated aa of 
June 1, 1993 (I be TafennwO boras Food Lit*, fa. (toe "Cnapaor”) and 
The State Manhattan Bank, futmerty known aa the Chare M a nh at t a n Bank, 
NA. u Tnutee (.the “T ranee"), that the Company win redeem on May 27, 
1998 (the “Redemption Date") all of the 5% Convertible Subordinated 
Debentures doe 2003 (the "Debenture*") at 101% of the principal amount 
thereof (the “Redemption Price"), together with accrued interest to the 
Redemption Dam (le.. a Debenture bolder wffl be ent i tl ed to receive a paymem 
of Sl.OlOroptoacaocdlnwattrfappBiQd m alely SIAM petti ,000 principal 
M.in i H snnendered). 

As aa ahenuava to receiving paymem of the Redemption Price and 
acoued interna. balden of the Debenture! have the fight to convert Debenture* 
into rfuaei of the Company's CJas* A Contra* Stock The Debenture* or any 
portion of the principal amnaA thereof (in aa mount equal to $250,000 or aa 
integral multiple of SI. 000 In excess thereof) are convertible Into the 
Company's Class a Cornmnn Stock, redes* previously redeemed, re a carom- 
■ion price of S7.90 per share. The right to convert D eb e ntur es called for 
redemption will tetmnate ac the dose of btufnem an Kqr IS. 1998. 

The closing price per dare for the Company's CUh A C o mmon Stock 
on the Nasdaq National Market on April 16, 1998 was 510J625 per share. 
HoMea wishing to convert Debenture* mast satisfy the lequbcanerts set forth 
on tn in nf iiya peIm uiir m mi in dw Xndfintac. bdodisg, wiiliod fintDh 

Hon, the requirement* to tnmea der the certiorate endorsed or assigned lo 
Company or in blank and deliver a conversion notice, aa set forth tat the 
Inririimre . Securities nary be Mmcndered for eonvareaoo at the corporate nut 
office of the Trance in New Yodt Qiy (at the address set forth below) or at the 
office of any of the Conversco Agents set forth below: 

LmauatiCma ntadotfflk i 
The Chase Manhattan Bank 
Global Trust Services 
450 Were 33id Street. 1S& Hoar 
New Yoric. NY 10001 
Ann: PUlbert G. tones 


The Chase Manhattan Bank 

P.O. Box 261 
1 Chawekle 
Bourueumab. Dana 
BH7 7DB 

Anu Matthew Ayrton 


Chase Manhattan Bade Luxembourg SLA. 
5RuePlaetis 
P.O. Bax 240 
L-20I21 
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rial] came to bn 
certificate* tor the 
Upon 

instead of any 
provided in too 
Bi 

Regular Rowed Date m 
Interest Payment Date, ns 
interest shall be 
On the 
any, will 
interest thereon 

To collect payment of tin 

dered re the office or agency of the Trustee at any of the 


s. the Company 
Agent a certificate or 



Trustee fUS.) 

The Chase 


*SA 

5RuoPbctb 
PjOl Boot 240 
L2D12Luni)MU 
Gand Dotty. L mnnhn ag 
ABC WsntfcpeCMdri 


TVitawfmn 

The Chare 
MaiiliatTsiiRitilf 

GkM Tits Services P.a Bat 261 

450 Wen 33rd Street, 15th FL iCtmaklo 
New yak. NY 10001 Boomemacsh.Doe*i 

dtefUBxrtGLJaoe* BH77DB 

AareMrehewAyntn 

In aococfancc with the U A tactual Revenue Code, payers are required 
to withhold upon certain 'payments to Holders of DehenUres who have not 
enMfabcd no m-myriftn hem wMihnhfing. UX. Holden may be subject to 
backup withholding re .the me of 31% wife rapes to payama In redemption 
of Qk Debenture if they ban otx renewal a corrady completed Faun W-9 
entitled Taya's Request tot Taxpayer Identification Number." Holden who 
are net UX. Holden should have a W-8 on fie wife fire payer « otherwise yon 
ma y otftaia one at you local bank, an IRS office or the IRS homepage 
(wwwJiucwreaxgnvX or yon may obtain a S ahatii n Form W-9 or W-8 from 
the Trustee by mail at the addresses above. If yon have not previously fa. 
niriksi ux with the uppropdate fonn, please forward (x ddivrr a cocrody oam- 
pleted Fonn W-8 a W-9 to one of the addresses above toother with yoor 
Debentures to avoid any each witbtaJdfaig or penalties. 

FOOD UON, INC. THE CHASE MANHATTAN BANK 

Via President ef Fbmee 
Doled: April 27,1998 

•No representation is mode ta to the accuracy of the COSIP Number 
either as printed os the Debentures or as contained Is Ms Notice of 


will involve knocking down 
cottage six - the room in 
which Mr Rowland used to 
stay on every visit to Kenya. 

What the two share is a 
belief in Africa as an emerg- 
ing market - and a candour 
which results in Mr New- 
man's occasional diversion 
from the Lonrho Pic party 
line. “I would have liked to 
be floated with Lonrho Sug- 
ar,” he says. 'It would have 
made more sense.” But as it 
was , the parent company 
sold its African sugar divi- 
sion last year, and dictated 
that Lonrho Africa should 
join the market now, just as 
its profits were being buf- 
feted by El Nino and politi- 
cal unrest. 

Mr Newman appears 
relaxed about stepping into 
the corporate limelight after 
years sitting on the back 
row of the podium at Lon- 
rho’s annual meetings. He 
can also point to several 
achievements since his ele- 
vation to the chief execu- 
tive’s job in 1995. He has 
formed five divisions from 
the amorphous collection of 
trading businesses Lonrho 
Africa inherited. He has 
closed country head offices 
and identified £35m of prop- 
erty which can be sold to 
fund investment elsewhere. 
He has also assembled a net- 
work of country chairmen, 
such as Mark Too, the dose 
ally of the Kenyan president, 
Daniel arap Moi. 

Nick Morrell, Lonrho's 
chief executive, said “Mark 
Newman came across as the 
outstanding candidate. The 
more I saw of him the more 
he name over: as a thor- 
oughly competent individ- 
ual," Mr Newman was, he 



added, rare in being “single 
minded enough and commit- 
ted enough to go through 
and produce a company that 
people can understand.” The 
process has not been easy. 
“Mark Newman and Keith 
Atkinson [the finance direc- 
tor] had to break a lot of 
china in that group.” 

Selling a collection of Afri- 
can trading assets to a finan- 
cial community which has 
little idea of how to value 
such diverse operations as 
amethyst mines and pig 
abattoirs js a task that 
would drive many to despair. - 
Yet Mr Newman retains a 
relaxed sense of humour sit- 


ting on the tan leather seats 
of the corporate King Air jet. 
moaning about the prospect 
of another four-hour flight to 
Zambia, he jokes about the 
low ceilings: “I've always 
dreamt of finding a dwarf air 
hostess who could go up and 
down the aisle serving 
drinks." 

It is 21 years since he 
came to Kenya, as a 25-year 
old accountant with Coopers 
& Lybrand. The derision to 
stay was influenced by his 
lather's death and a wish to 
get away from his mother, 
he-Says. Shaking his oSe- 
porate parents should be just 
as liberating. 


from two other shareholders, 
mtwm about 39 per. cent of 
Aegis was being sold. 

Casenove, which. -is han- 
dling the placement with 
Hnare Govett. isexpected to 
announce the offer price and 
details of the number of 
shares sold today. However, 
it is understood that an the 
shares have been : sold at 
either 80p or 81p. On the day 
the bookbuilding was 
announced Aegis shares fell 
7p to 72Vap- 


Morgan 
Stanley 
raises 
Lonrho 
stake 

By Roger Taylor 

Morgan Stanley, the US 
investment bank, has 
increased its stake in Lonrho 
to about 10 per cent ahead 
of the conglomerate's move 
to split itself in twa next 
month. 

Morgan Stanley is under- 
stood to have bought a 5 per 
cent stake in the business 
from SBC Warburg Dillon 
Read, the investment bank, 
which bought the stake from 
Anglo-American earlier this 
month. Morgan Stanley 
already owned about 3 per 
cent of the group and is 
thought to have bought fur- 
ther Lonrho shares in the 
market 

_ Analysts said that once 
Lonrho splits Into an African 
trading subsidiary and a 
focused mining group there 
was a good chance of either 
part being taken over. 

The mining company 
would be one of the few 
large African mining houses 
which had a share structure 
simple enough to allow a 
takeover. The trading sub- 
sidiary might appeal to a 
number of South African 
companies. 

The company is also in the 
process of selling its Prin- 
cess Hotel -chain. It is nar» 
-rowing Its Shottlfet of poten- 
tial buyers and is aiming to 
complete the sale by June. 


GPG considers 
appeal over 
Bluebird bid 


By David BfeckmB 

Guinness Peat Group is 
considering an appeal to the 
Takeover Panel this week in 
a move to get Mattel to 
reveal details of its contract 
with Bluebird Toys over the 
distribution of Polly Pocket 
in North America. 

Mattel, the US toy grougp, 
earlier this month topped 
Guinness Peat’s January 
offer of lOlp a share by put- 
ting another lOp a share on 
the table. Bluebird has rec- 
ommended Mattel's £46m 
offer. 

Mattel also said it was 
exercising its rights under a 
licence agreement with Blue- 
bird to take control of the 
manufacturing of its Polly 
Pocket toy and restrict Blue- 
bird’s margins In other mar- 
kets where Mattel distrib- 
utes Polly Pocket. 

Bluebird, which relies an 
PoUy Pocket for 50 per cent 
of sales, said the change 
would lead to a “significant” 
reduction in its pr o fi t s . 

Guinness Peat, which has 
22 per cent of Bluebird, must 
deride tomorrow whether to 
extend its offer or allow it to 


lapse. Mattel's first closing 
date was an Friday, and it 
will announce the level of 
acceptances today. 

Blake Nixon, a Guinness 
Peat director, said he had 
put arguments to the Take- 
over Panel executive last 
week that the contents of 
the contract were material 
to the bid battle. 

Some shareholders are 
also unhappy. One big 
bolder said that there was 
not enough information to 
decide between the two. 

But the panel executive 
ruled last week that the con- 
tract did not need to be dis- 
closed under any of its rules. 
It was .satisfied there was 
nothing in the contract that 
would facilitate shareholders 
in assessing the value of 
Bluebird. 

“You cannot read the con- 
tract and became any wiser 
on Bluebird's position going 
forward." said a panel 
spokesman. Further, as Mat- 
tel already had access to the 
Information before the bid. it 
was not the case that the 
information should be 
passed to all bidders by the 
target company. 


ITnet seeks 
listing to fund 
acquisitions 


By Christopher Price 


ITnet. the former 
information technology 
services arm of Cadbury 
Schweppes, the soft drinks 
and confectionery group, is 
to float on the London stock 
market in a move likely to 
value the company at up to 
£20Qm. 

The listing will make 
paper millionaires out of the 
nine directors who led the 
management and employee 
buy-out for £40m three 
years' ago. The directors 
own 25 per cent of the 
shares, which wonld be 
worth more than £4 im if the 
£200m valuation is achieved. 

About 1,200 of the 1,600 
workforce own a further 25 
per 'cent, with Cadbury- 
Schweppes holding VUo per 
cent and the balance 
controlled by venture 
capitalists. 

Some £80m to £100m is 
being raised, £2Qm of which 
wjll be used for paying debt, 
with the remainder for 
working capital purposes. 

Bridget Blow, managing 
director, said the float would 
help the company move to 


its next stage of 
development, which could 
involve acquisitions. It 
would also enable it to 
expand its employee share 
ownership scheme. 

ITnet, which specialises in 
outsourcing IT services, 
.began expanding its 
business white still a part of 
Cadbury Schweppes. 
Although the confectionery 
group accounted for 8 per 
cent of last year's £82m 
revenues, it Is now only the 
fourth largest customer. 
Ahead of it are three local 
authorities, which each have 
£5m-plus contracts with 
ITnet for outsourcing their 
IT requirements. One of the - 
contracts involves running 
the London borough of 
Hackney's revenues and 
benefits services. 

Operating profits, which 
amounted to £5.9m test year, 
have grown by 21 per cent 
on a compound annual basis 
over the past three years. 
Sales have- grown by 18 per 
cent an the same basis since 
1994. 

Dresdner Kleinwort 
Benson is sponsor and 
broker to the float. 


FirstGroup to expand in Asia 


By Jonathan ted 


FirstGroup, the bus and 
train operator, intends to 
concentrate on building up 
its overseas interests In Asia 
bt\iI Australasia rather than 
In Europe, where it believes 
opportunities are scarce and 
expensive. 

FirstGroup recently took 
its first step abroad, joining 
forces with a Hong Kong 
property company to take 
over a five year franchise to 
operate bus services in the 
fanner colony. 

It is now seeking to build 
on this with further bus 
deals on the Chinese main- 
land. 

“I think we are very well 
placed to pick up bus 


Trevor Smallwood, chair- 
man. 

The group is also looking 
at deals in New Zealand, 
including possible bids for 
the Yellow Bus Company, 
based in Auckland, and 
operations In Wellington air- 
port, both of which are 
expected to be privatised In 
the near fixture. 

Mr Smallwood said the 
group was interested in 
Europe, but thought the 
time was not ripe to seek 
deals there. “We want to 
expand profitably and sensi- 
bly but that is not possible 
on the continent right now." 
he said. 

"In Europe, bus companies 
have margins of between 5*7 
per cent against 15 per cent 
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pay the same price for 
deals.” 

Most of tbe privatisations 
to date had been in small 
markets, he added. The big 
markets in which Fir- 
stGroup is interested - such 
as Germany - have not yet 
opened up to the private sec- 
tor, "Privatisation will hap- 
pen, and when it does we 
will be there. We are keeping 
tabs on what is happening 
but we do not believe that 
you have to buy a business 
to show you are interested." 

Analysts have been press- 
ing the company to be more 
explicit about its European 
ambitions. 

Under a European Union 
directive, bus routes on the 
Continent have to be put out 


2002. Analysts believe that 
the European market is 
worth around £20bn in sales 
and that UK operators 
should be in a position to 
win an attractive share of 
privatisation business 
because ol their private sec- 
tor expertise. 

Stagecoach, the Scottish 
based transport operator, 
and Arriva, the bus com- 
pany, have both made acqui- 
sitions in mainland Europe. 

Stagecoach acquired Swe- 
ll us, Sweden's largest bus 
operator for £ll5.6m in Sep- 
tember 1996. Arriva has pur- 
chased bus operators in Den- 
mark and the Netherlands 
and recently Signalled its 
intention to make further 
acquisitions on the Conti- 



C.O M M ENT ^ ^ _ 

" ' , 

UK investors 
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But this may simply show that UK a . . 

soft touch. Indeed, unflattering comparisons with their US 

would profit from being held to hlgh^ stand^. T3te ti» 
recently vanquished Argos ■ operational ^ to# 
strategically adrift when CIS swooped on It View 

SSw searching questions of the board andiu«sM 

There is little evidence to think so. >et if 

might well have acted sooner and hung onto It* IwJepen* 

d ^Tbe toSog l toattavestore. overwhelmingly. 

termist in their approach Is also 

risk that government will fiddle with capital Rains fox t 

encourage investment. But the finding does nffi ' 

UK pi ctrf the claim that It imdennvests. More 

Dies ore underinvesting because they set 

return too high, but investors simply ufoiM- 

picture Is not discouraging, but UK pic would clearly profit 

from more demanding investors. 


Scottish Power 

Share put* retaflto *» B* FTSE M-SWB 

index sliraMx*w&acq*«M /I 
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Scottish Power 

It must have hurt Scottish 
Power to walk away from the 
optimistically named Florida 
Progress Corp. Its manage- 
ment has. after aJL enjoyed 
stitching together a multi- 
utility through two auda- 
cious bids in the UK. But 
shareholders should not be 
downcast at this sudden dis- 
play of tartan thrift. A no- 
premitun merger with a US 
company which, like Scottish 
Power, is vertically inte- 
grated. would have been stra- 
tegically sensible. The com- 
pany has shown it has the 
management skills to sweat 
its assets and deliver value itH 

from acquisitions. Exporting these skills to the US would, 
have been a low-risk diversification. But given that the DSS 
experiment in electricity deregulation has hardly been 
sparky, Scottish Power can afford to wail fur the right deal 
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News Corp price war 
hits Australian shares 


By Gwm Robinson in Sydney 


A newspaper price war 
sparked by News Corpora- 
tion hit Australian publish- 
ing shares on Friday. Fairfax 
shares fell 21 emits to A$2i31 
while News Corp shares 
eased 20 cents to $10:74. 

News Corporation said 
that, from Monday, News 
Ltd, its Australian arm, 
would publish a special Vic: 
tor&fi 'tifeioh vafiabte'for 
40 emits instead of 90 cents. 
The price, of the Weekend 
Australian, News Ltd's flag- 
ship, would be slashed to 50 
cents from $1.30. 


Media analysts said the 
move would put further 
pressure on Fairfax earn* 
tags, already expected to suf- 
fer due to higher newsprint 
prices and local fall-out from 
the Asian economic crisis. 

Analysts compared Mr 
Murdoch’s move with hts 
tattle ta the UK. when he 
launched a similar circula- 
tion tattle by slashing cover 
prices of The Times and The 
Sun newspapers. 
analysts said the UK exam- 
ple was not comparable as 
the Australian newspapers 
were organised on a 
ent basis. 


ARTAL GROUP S.A. 

Soriirt Anonymc 

Registered office: 103. Grand" roc - L-1661 Luxcrobowj: 
R.C. Luxembourg B 4J.J70 


ANNUAL GENERAL MEETING OF SHAREHOLDERS 
The Annual General Meeting 01 Shareholder' nf Anal Group S.A Kill be held 
ai the Banque Jc Luxembourg. M. Boulevard RavnL L-2-U4 Luxembourg, ua 
Sjrurday. May 16. 1999 at IJ.flO In*, far die pwpo'e nf Jr-cawing and lodng 
upon toe following nuner*: 

AGENDA 

J. Repon of toe board of director* 

2. Report of toe itstumy auditor 

3. Approval of toe annual account* jm at December .*J. 1997 

4. Allocation of results ax at December 31. |W7 

5. DiicbaqpB to toe tonecton and to toe statuary auditor 

6. Statutory lieieieciioac 

7. Miscellaneous. 

Holden of bemer share certificate* arc requested to depoxn toor store, no tax 
toan May 1 1. (999 at Banque de Luxembourg S.A. Luxembourg or at any other 
recognized bank. 


u.s. $400,000,000 

«S» National Westminster Bank 

Floating Rate Capital Notes 2005 
In accordance with the provisions of the Notes, notice is 
hereby given that tor the six months Interest Period from 
April 27, 1998 to October 27, 1998 the Notes will cany an 
Interest Rate of 5.8125% per annum. Tbe Interest payable on 
toe relevant Interest payment dale, October 27, 1998 against 
Coupon No. 27 will be U.S. $295147. 

By: The Chase Manhattan Etank 
London, Agent Bank 
April 27,1998 



Leuml International 
Investments NV 

1 /SS 75 , 006,000 Guaranteed 
Floating Rate Notes 2000 
The imereM me oppHcaMc to ihe »too*c 
Nows In respect of toe Imereti period 
awnmnicins 27Bi April ITCH tisa been 
fixed at J.OTf fw annum. TV huenuf 
aoMunrtng to USSI3I.74 per USS5JKM 
principal amount of toe Noras ind U 
US$3 lit. 48 per USSIllJHW prWkHpd 

moot ef*e Now ml u USSMm.7J per 
USSHWttt prmnpd min rf toe Nota 
wiH be pod on rttl Oswbcr |9» apins 
cT Coupon Nunber 14, 

Bank Lewd (UKJPIc 
Priadpal Payment Agent 
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The FT cm help you reach 

additional business readers in 
France. Our link with the French 
business newspaper, Les Echos, 

given you a unique recruitment 
advertising opportunity us 
capitalise on the FT* European 
nadLTship and to further ur/xt 
the French business world. 

For tnformut Ion un hibm and 
further details phase telephone: 
Toby FtndefhCVoftg on 
*44 171 S73 4027 
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BRITISH BIOTECH DISMISSED SCIENTIST RAISED CONCERNS 


Millar talks of his 
worries about trials 


By Jonathan Guthrie 

Dr Andrew Millar, the 
recently-dismissed head of 
riinirai trials at British Bio- 
tech, the troubled biotech- 
nology company, revealed 
yesterday he had been wor- 
ried about results of trials on 
the company's acute pancre- 
atitis drug Zacutex in 
November 1996. 

Dr Millar, who was dis- 
missed a week ago for dis- 
cussing the company's inter- 
nal strategy debates with 
shareholders, said he raised 
his concerns about Zacutex 
with Peter Lewis, a main 
board director. 

The FT has received a 
copy of a letter the company 
received in May last year 
from the European Medical 
Evaluation Agency listing 
five serious objections to the 
trials which stood in the way 
of Zacutex receiving 
approval fen- sale in the EU. 

The agency said that it 
was concerned that no infor- 
mation was given on the 
screening process used to 
select patients and that the 
reconstruction of missing 
data by British Biotech 
should be explained. 

Dr Millar was worried that 

Iri airline 
stake to be 
cut to 53% 

By James BStz in Rook 

Iri, the Italian state holding 
company, Is to take advan- 
tage of the recent boom 
stock market by selling a 
larger stake in Alitalia, the 
national carrier, than had 
been anticipated. 

Iri will cut its stake in 
Alitalia from 85 per cent to 
58 per cent in a share offer 
to international and Italian 
investors next month. It will 
sell 27_&n shares at a total 
value of Ll,000bn (5564m) 
and will use the proceeds to 
pay off half of the L2,000bn 
capital injection that it com- 
pleted last year as part of 
the relaunch of the airline 

Iri had initially indicated 
that it would reduce its 
stake to 60 per cent. The 
larger than expected sale 
comes in the wake of an 
increase in Alitalia’s share 
price in recent months. 

The global co-ordinators 
for the sale are IMI and Salo- 
mon Smith Barney. 

The Italian government is 
committed to privatising 
Alitalia and a further reduc- 
tion in the Iri stake below 51 
per cent Is expected over the 
next 12 months. 

Under Domenico Cera- 
pella, chief executive, Alit- 
alia made a L438bn net profit 
in 1997. its first in a decade. 


the results of a US trial of 
Zacutex - identified by the 
number 215 - were not con- 
sistent with positive results 
from a small UK study trial 
214. As a result he 
"unblinded" the study - 
found out which group of 
patients were taking the pla- 
cebo and which were taking 
the drug. 

He told the FT the results 
were "inconsistent with the 
Trial 214 and inconsistent 
with great optimism that the 
drug would be effective”. 

He said he kept Dr Lewis 
up-to-date with results from 
November to April 1397 but 
he did not share his know- 
ledge with subordinates run- 
ning the trial so that bias 
could not be Introduced. 

Although British Biotech 
had received the letter from 
the EMEA last May, it did 
not announce until February 
this year that approval for 
the drug was likely to be 
delayed. British Biotech said 
last weds it was in continu- 
ous discussion with drugs 
regulators and it was inap- 
propriate to share all the 
correspondence with inves- 
tors. 

Documents obtained by 
the FT show the strength of 


the objections raised by the 
EMEA. It said that evidence 
that Zacutex reduced deaths 
among acute pancreatitis 
sufferers was insuff icient 
because It related only to a 
sub-group of patients. The 
EMEA also questioned what 
it saw as inconsistencies in 
methodologies used in the 
trial and asked for informa- 
tion on the effect of different 
levels of dosage. 

The FT has also obtained a 
copy of a memo sent by Dr 
Millar to directors including 
Keith McCullagh, chief exec- 
utive of British Biotech, on 
October 12 2894 which raised 
concerns about potential 
harmful side-effects in 
patients taking the anti-can- 
cer drug batimastat 

In January 1995, Mr 
McCullagh sold a large posi- 
tion of shares in British Bio- 
tech. In February, the com- 
pany announced delays in 
the development of bathnas- 
tat, which was subsequently 
dropped. 

Dr Millar was dismissed 
for discussing internal strat- 
egy delates at British Bio- 
tech with executives of Per- 
petual. the investment 
manager with a 9.5 per cent j 
stake in the company. 


Swiss exchange 
cuts charges 


By WHfiafli HaH a Zurich 

Sega, Switzerland’s securi- 
ties clearing system, is cut- 
ting the cost of settling secu- 
rities transactions by more 
than quarter, in a move 
which underlines the grow- 
ing competition between 
Europe's stock exchanges 
ahead of next year’s launch 
of the euro. 

Switzerland, home to 
Europe’s fourth biggest 
stock market, will not be a 
member of the single cur- 
rency next year. But the 
Swiss stock exchange, which 
will start trading euro- 
denominated equities and 
bonds from next January, 
has one of the world's lowest 
cost systems for electroni- 
cally trading and settling 
securities transactions and 
wants to exploit its advan- 
tage to capture a share of 
the new trade. 

Sega, owned by the Swiss 
banks, plans to cut the cost 
of settling securities transac- 
tions on the Swiss stock 
exchange from 97 centimes 
to 7b centimes from May 1. 
As a result, the Swiss 
exchange claims that it will 
be marginally cheaper than 
the Deutsche BOrse for trad- 
ing local shares and five 
times less expensive for set- 
tling transactions in foreign 
■shares. 


The Swiss stock exchange, 
which uses Sega to settle all 
Its securities transactions, 
believes that trading in euro- 
denominated paper will 
gravitate to centres with 
lowest costs. However. Swit- 
zerland’s bid to capture a 
significant share of trading 
in euro-paper still faces a 
cost barrier - the Swiss 
stamp duty. The Swiss 
exchange has been lobbying 
the government hard to 
remove stamp duty and is 
known to be contemplating 
opening up its trading facili- 
ties to remote members out- 
side Switzerland who will 
not be subject to stamp duty. 

"We will be euro-compati- 
ble as Of January 4 1999, by 
offering fully electronic, inte- 
grated trading and clearing 
in euro," says Antoinette 
Hunzicker-Ebneter, the 
Swiss exchange's chief exec- 
utive. She says that it 
remains unclear how quickly 
trading in the shares of 
Swiss blue-chips will switch 
from quotations in Swiss 
francs to euros. 

The Swiss exchange is also 
simplifying payment for 
euro-denominated securities. 
The Swiss Interbank clear- 
ing system, used by banks to 
settle Swiss franc payments, 
is being expanded to settle 
cross-border euro payments 
electronically. 


VW profit 
doubles in 
first 
quarter 

By (Mam Bowley in Frankfurt 

Volkswagen, Europe’s 
biggest car-maker, reported 
net profit doubled to 
DM 345m ($192m) in the first 
three months, continuing 
the German car company’s 
recent strong performance. 
VW forecast earnings this 
year would beat the 
DM1.36bn net profits 
recorded in 1997. 

But the car company 
warned deliveries in Asia 
had dropped about' 16 per 
cent, a much steeper decline 
than it had originally 
indicated, because of weaker 
economic conditions in 
China, an increasingly 
important market for VW, 
and Japan. 

The company also 
reported a sharp sales fall in 
South America where 
growth has been hit by 
government measures to 
shore up the regions' 
economies in the wake of the 
Asian crisis. Deliveries in 
Sooth America and Africa 
fell 24 per cent in the first 
three months. 

VW said that world eco- 
nomic growth was weaker in 
the first quarter because of 
the effects of the Asian cri- 
sis. But it said western Euro- 
pean markets benefited from 
diminishing uncertainty sur- 
rounding the launch of the 
European single currency, 
due next year. 

There was a moderate 
slowing of China’s economic 
growth and continued weak- 
ness Of consumer demand in 
Japan. But sales in North 
America and in western 
Europe grow strongly. 

World sales increased 23 
per cent to DM33bn in the 
first quarter. There was con- 
tinued sales growth at VWs 
subsidiaries. 

Skoda, VWs Czech divi- 
sion, showed the fastest 
growth as output increased 
32 per cent to 105.625 units. 
At Seat, VW's Spanish arm, 
production grew 30 per cent 
to 118,061 units. 

Production of Volkswagen 
cars rose 4.9 per cent to 
717,640 units. 

In the whole VW group, 
car production rose 11 per 
cent to 1.15m units. 


Two more quit 
ING Barings 

J.F. Morgan has hired two 
corporate finance directors 
from ING Barings, the 
Dutch-owned Investment 
bank, writes Clay Harris. 
James Moon and Michael 
Ross, both 43,' will cover UK 
clients for the US bank. 

Their departure follows 
the exit of James Lupton. 
deputy nhatrnifln and Simnp 
Borrows, head of corporate 
finance, to head the new 
European office of Greenhill 
& Co. the US advisory firm. 


RWE embraces one share, one vote 

Commitment to conglomerate concept flies in the face of feshion, writes Ralph Atkins 

! for marnffiiw asflflW- 




Market 

movers 


I n the evolution of Ger- 
many’s powerful industrial 
conglomerates, RWE has 
long been a laggard. Its 
intimidating ownership 
structure, dominated by 
municipal shareholders with 
multiple voting rights, has 

looked increasingly archaic. 

The problem has became 
acute as RWE has added 
businesses such as telecom- 
munications to a traditi on al 
portfolio of electricity gener- 
ation. lignite mining, 
mechanical engineering an d 
construction. 

But according to Clemens 
Bdrsig, finance director, the 
Essen-based group, which 
has sales of DM72bn ($4Qbn), 
is about to undergo a trans- 
formation. 

First, RWE has ended 
years of wrangling by com- 
pleting a restructuring of its 
shareholder base that has 
ended the municipalities* 
hegemony. 

Second, Mr Bdrsig argues 
that the euro will have a pro- 
found impact on Europe's 
capital markets that will 
inevitably affect RWE. “You 
can’t over estimate the 
importance of the coinci- 
dence of these two factors," 
he says. 

For shareholders, the 
question is how far will 
RWE's conversion go. And 
will the group, founded as 
Rbeinisch-Westrallsches 
ElektrizitStswerk 100 one 
hundred years ago last Sat- 
urday, revise its sprawling 
conglomerate strategy? 

The share restructuring 
will lead to a far simpler 
ownership set-up based on 
the principle of one share, 
one vote. Local government 
shareholders win give up 
their multiple voting rights 
in exchange fra 1 shares with 
a single vote, cutting their 
share or voting power freon 
60 per cent to about 30 per 
cent. 

At the same time, existing 
preference shareholders 
were offered the chance to 
convert - at a price - to 
ordinary shares with voting 
rights. 

The trick in the plan was 
that the DMl.4bn (5780m) 
raised will be used to com- 



CtwiMfis Bfinrig: We wO be more exposed to the capital market* 


pensate the municipalities 
for their loss of influence. 
Forma] approval had already 
been secured. 

Yesterday RWB 
announced the completion of 
the fund-raising exercise. It 
seemed an obvious solution, 
but nevertheless it is a 
breakthrough for RWE: ten- 
ure of a previous attempt 
contributed to the early 
departure of Friedhelm 
Gieske as chairman in 1994. 

R WE was helped this 
time by the financial 
pressures facing Ger- 
many’s local governments - 
and the threat of legislation 
that would outlaw munici- 
palities’ multiple voting 
rights with possibly less gen- 
erous compensation. 

An immediate result 
should be RWE shaking off 
its Image as an industrial 
behemoth stuffed with 
Rhineland politicians. Mr 
Bdrsig also expects a change 
of mentality within the 
group. "We will be more- 
exposed to the capital mar- 
ket-in principle a takeover 
will be possible.” 
Accelerating that trend, 
Mr Bdrsig argues, will be the 
launch of European mone- 
tary union. RWE will repeat 


in euros, starting with 1998' 
99 results, from autumn next 
year. “With the euro we will 
see the internationalisation, 
or more aptly, the European- 
isation of capital markets." 

There will be no revolu- 
tion at RWE. however. It 
does not Intend to give up its 
conglomerate strategy, 
embracing businesses from 
waste disposal to hospital 
operating tables as well as 
energy, chemicals, mining 
and telecommunications. 
While the US and UK trend 
might be towards focus and 
spin-offs, Mr Bdrsig argues, 
conglomerates can diversify 
risks and smooth the effects 
of business and product 
cycles. 

He rejects the counter 
argument that spreading 
risk is the task of fund man- 
agers, not companies. “We’re 
significantly better than the 
average German invested 
fund. We’re involved in the 
businesses. When there are. 
occasionally, problems we 
can solve them. When an 
investment manager has a 
holding that turns sour he 
can only sell it - at the 
wrong time and for less." 

He says conglomerates can 
also shelter losses for tax 
purposes and do' not charge 


for managing team- 
Nor is RWB contemplating 
pulling out of lignite raining 
or atomic energy - twth con- 
troversial in environmen- 
tally conscious Germany- 

L ignite, which accounts 
for 3D per cent erf RWE’s 
mining and raw material 
sales, faces • s tW opposition 
from Greens in tie* govera- 
mcni of North-Rhine West- 
phalia where the Gar* writer 
operations north of Cologne 
are ripping out huge chunks 
of the countryside- . 

In atomic tael. RWE is Still 
reeling from un unexpected 
court decision in January 
that its MQlholm-Kttrltch 
power station, near Kobteta, 
had to remain shut because - 
of problems in the approvals - 
process. MUlheim-KArUcb • 
has now been silent- fra* a 
decade - but Is costing RWE 
DMlm a day. 

Mr Bdrsig Insists such 
local energy sources are 
vital to Germany’s overall 
competitiveness. “If atomic 
energy and lignite sn 
thrown into doubt, then the 
question arises, what will - 
replace them?" 

RWE's strategy, says Mr 
Bdrsig. is to mtemationafee 
its business, cut costs, and 
to look for growth areas 
related to existing activities. 
Of particular interest will be 
its push into telecommunica- 
tions. Its joint venture in 
Germany o.tol.o, set up with . 
Veba, the rival DttsseMarf- 
based energy and chemicals 
conglomerate, has spent 
heavily building a telecom- 
munication network to tint . 
jenge that of Deutsche Tele- 
kom, the former monopoly. - 
“This is a business with 
big chances - and big risks 
- and requires large scale 
investment." Mr BOrsig says. 

But o.tel.o faces strong 
competition, including from 
Mannesmann, the industrial 
giant that controls Ger- 
many’s largest digital mobile 
telephone network. 

Worse, perhaps, Mamies- - 
mann is ahead in other . 
European telecommunica- 
tions markets, notably via 
its links with Olivetti to 
Italy. 

RWE has joint telecommu- 
nications ventures in Hun- 
gary and the Czech Republic, 
where it has electricity inter- 
ests. but investment soforja-. 
small by RWE standards. 


Prices hit Canadian oil groups 


By Scott Morrison in Toronto 

Low oil prices hit 
first-quarter earnings at 
Imperial Oil and Petro- 
Canada, two of Canada's 
largest energy groups. 

Imperial, the nation's larg- 
est producer, said that net 
earnings fell to C$113m 
fUS$78.7m), or 76 emits per 
share. 

The result compares with 
earnings of C$191m, or 
C$L21 per share, during the 


same period last year. 

Revenues decreased from 
Cf2.6bn to C$2J2bn. 

The company said earn- 
ings from natural resources 
were C$lm for the quarter, 
down from C$120m last year, 
due to lower prices and 
reduced output of conven- 
tional oil as a result of asset 
sales last year. 

The fell was only partially 
offset by improved margins 
on the sale of petroleum 
products, which increased 


from C$65m the year before 
to C$99m. 

The situation was similar 
at Petro-Canada, which 
earlier this week had 
revealed first-quarter net 
earnings sharply down from 
C$104m, or 38 cents per 
share, during the same 
period last year to C$36m, or 
13 cents per share. 

Revenues fell from C$1.7bn 
to Cjl^bn. 

The company said that 
Improved earnings from its 


refining operations were 
more than offset by a decline 
in crude and natural gas pro- 
duction, as well as the drop 
in oil prices. 

Petro-Canada said it would 
consider reducing its 
planned capital expenditures 
this year If prices remained 
depressed or continued to 
deteriorate. 

US energy groups and 
other Canadian companies 
have reported siinilady dis- 
mal results this week. 
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THIS NOTICE B MFORTANT AND REQUIRES 7NE MMEDKTE ATTENTION OF 
HOLDERS OF BONDS, F HOLDERS KRE M ANY MUST AS TO THE ACTION 
ThEY SHOULD TOXE. THEY SHOULD CONTACT THEIR STOCKBROKER 
LAWYER ACCOLKTANT OR OTHEfl PROFESSIONAL ADVISER WITHOUT DELAY. 


Espirito Santo Financial Group S.A. 

(the “Issuer") 

(Formerly Espirito Santo Financial Holding S.A.) 

ECU1 35,000.000 

B 3/4 per cenL Convertible Bonds due 2003 
(the “Bonds") 

F8GHTS OF CONVERSION 

As announced by the Issuer In Its nates pubfishad ki both tta Luxemburger 
Wort and Financial Timas on OhAprfl 1998, bondhofctare are reminded that 
In accordance wflh CondWon B (A) of the Bonds, me right of c on version 
on any Bond shall terminate at tee end at 15tti May 1996 and that prior lo 
such lima rights of conversion attaching to Bonds may be exercised by 
BoncMderadaivertogtoltospeeifisdcMIreafanyOonrarsiariAgentlatBd 
Mow, Bonds accomp an ied by signed and completed notices of conversion 
in ac c o nfanuB with Gondfon 8 (c) of the Bonds and otherwise complying 
with the Terms and CondUors of the Bonds. 

PRMCIRAL FAYING AND CONVERSION AGENT 
Union Bank of Switzerland. 

Bafmhot sha sse 45 
Zurich 

PAYING AMO CONVERSION AGENTS 
Union Bank of Switzerland Banque Internationale a Luxembourg 

100 Liverpool Street 59, route (fEsch 

London EC2M 2RH L-2953 Luxembourc 

Kredetborik N.V. 

A r enbe n p O OTf 7. 

B - 1000 Brussels 

TRUSTEE 

The Law Debenture Trust Corporation p.lc. 

Princes House 
95 Gresham Street 
London EC2V7LY 

2701 Apt! 1698 


THE REPUBLIC OF ARGENTINA 
NEW MONEY BOND DUE 1999 

Notice is hereby EfrYsn lhat tor the period beginning or Apni27th 1998 
and ending on October 26th 1998, the bond win cany an Interest rale of 
6.7SPC. per annum. 

BANCO CENTRAL D£ LA REPUBUCA ARGENTINA 
REPUBLIC OF ARGENTINA FINANCIAL AGENT 


MM 


MAYR-MELNHOF KARTON Aktiengeselischaft 

SUCCESSOR SPONSORED AMERICAN DEPOSITARY 
RECEIPT (ADR) FACILITY 


Established by 



www.bankofny.com/ adr 


This announcement appears as a matter of record only. 
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UNCONDITIONAL CASH OFFER ON BEHALF OF PARK LAWN LIMITED 
to saprirc ibc whole of the issued share capital 
of 

OCEANA INVESTMENT CORPORATION PLC 

othertbaa that already owned or agreed 10 be acquired by tbe Lewis family interests 

Merrill Lynch bneraaoana] announce* on behalf rtf P*rir Ijnm » mn i|w iy twn*A hy the 

Ixwis family lUt a esu. die (“OfieKM*’) that, by means of a formal Offir Document i and 
d e ya rird oo 24 April 1999 (die “Offer Document") Merrill Lynch far a recom mended 

tmcondiiniid cadi offer (the “Offer) on behalf of Park Lawn i«iwi to acquire all tbe existing 
nncandhioDaUy allotted or issued fofiy paid ordinary dares in Occam Investment Corporation PLC 
(“Oceana") not already owtkJ or agreed to be xxpticd by the Lewis faniiy imercstsand any further 
onfinaiy shares unconditionally alloned or iaoed and wfakh are m die process of being 
regoaaed on tbe South African or London Radarea of Qceaanfm orprinr m th* whirh rtv. 
Offer doses ("Oceana Stores”)- 

A bolder of O cean a Shares who accepts the Offer irin receive Rand 20 in for Oceana 
Share regisrered on die South African Register of Oceana on (be closing date of (he Offer (or 
purchased by sharebcAJenoo or prior 10 the dosing dare of the Offer which is in (beproceseofbehtg 
registered on (he Sotah African Regain); and 239 pence in cash for each Ocema Share registered 
on tbe London Register of Oceana on the dosing dote of the Offer (or purchased by shareholder* oo 
or prior to (he closing date of die Offer and which b in die process of being registeted on the London 
Register). 

The foil terms and conditions of tbe Offer are set on in the Oflfa- Document. 

The Offer a n ot tog aad c dinafly or radtreedy in the United States or by use of tfa mate or by 
arqr means or uu t i mn e u iaHy at intrrsme or foreign commence of. or any facilities of a national 
tmirideaexcfatoy of, tire Umuri Slates ofAmeriea. its territories and po s se ^l ijp^.yySt^rrf 
United States and (he Diwria of Colombia (the “United States"). * 

and persons reading this advertisement (indnrfing custodians, nominees and trustees) most not 
dtaribine or sent iMs advertisement, die Oder Document or ay related documents m, htto nr bam 
(he United Slates and doing So nay invalidate any related putponed acceptance of the Ofitn. 

TbeOffet which is made by means of tfao Offer Document and this advertisement is eaptWe of 
acoepaoce fiom and after 3JJ0 pjn. an 24 April 1998 in acawlaoce with the terms ami awfitkms 
set o« or referred to lathe Offer DotmmosL The Offer will remain opm for Kxrcpfamce until 3J»poi 

London time (4D0pm Johar s-Jiurg time) on 15 May 1998. However tbe right is reserved to keep 


to whom the Offer Document may not be despatched who bold, or who are n have 

nncnrefiri o n iDy iDotied or iamed tn (hem. Occam Shires. Such parow are »nfom«f wpitt of 

the Offer Document, and Rums of Acceptance will be svailable for coOecrioo from ERG pic « 23 
Imnmiamcj-Lafle. Lamina Pm. 1 m .. ... I ... 


94 Ptesidbn Street; Johamesbog 2001, (P O Bos 1053, Johannesburg 2000), 

Ibb advHfeeoKatJi pobfeted ott behalf of Pa* Lew* Limited and hes been approved!* Merrill 
4™* i ntfmation l 1 * member of the Securities and Futures Authority Lhw ^f solely for the 
purposes of Section 5? of tin Fmancral Services Act 1986. 

The Dnec iaia of Pari; Lawn limited and Stanley Lewis accept rexponsibiUiy far the mfixmatkxi 
coatained a this advertisement and to the best of their knowledge and belief (baring taken til 

teannbte «e to ensue thxsudt bite ok), iheiafonMiM contained m the advatoanoB is in 

aooonforexi with die fectsanddoea not omit anything tlkriy » affect die importer nch Mbimatioo. 

27 April 1998 
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The right combination unlocks 


around the world 


k Bankers Trust 


For over 20 years. Bankers Trust 
has seen a recognized pioneer in 
innovative debt financing. 

Wave now pioneered something even greater. 

By skillfully combining the right elements, we've built an 
organization whose depth and breadth go far beyond the sum of 
its parts: BT A; ex. Brown. 

With all the components of our global Investment banking firm 
now in piace. weVe cheated the first truly integrated source of 
innovative financial solutions. 

Which means our clients — in ove^ 50 countries around the 
world— now have access to unrivaled industry knowledge, 
oreeminent research, and proven strengths in advisory services 
and bank. bond, and equity markets— a!! on a global scale. 

So talk to the people at BT Alex. Brown. When you have the 
PGht combination, the opportunities to build value are wide open. 

k BT Alex. Brown 
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NEWS DIGEST 


FUTURES MARKETS 


Regulator approves 
merger of US exchanges 

The merger of the New York Cotton Exchange, the oldest of 
the New York-based futures markets and now trading forum 
for both financial and agricultural products, and the neigh- 
bouring Coffee, Sugar and Cocoa Exchange, has been 
approved by the Commodity Futures Trading Commission, 
the US futures industry regulator. Nikki Tait, Chicago 

ELECTRICAL MACHINERY 


Hitachi warns of provisions 

Hitachi. Japan’s leadng integrated electrical machinery 
maker, said on Friday it would take provisions of Y180bn 
($1.4bn) over the next five years to cover a shortfall In its pen- 
sion fund requirements. It win take a charge of Y43J3bn In this 
year’s accounts, one related to the restructuring of its semi- 
conductor businesses and write-downs at several subsid- 
iaries. 

As a result, Hitachi’s extraordinary losses in the yew ended 
March 31 1998 will amount to Y117.5bn. The company said, 
however, that it expected to offset these with an extraordinary 
gain from the sale of securities totalling Y117.6bn. The com- 
pany has forecast parent sales of Y4,050bn, profits from con- 
tinuing operations of Y15bn and net profits of Y5bn for the 
year. 

The latest announcement from Hitachi highlights the extent of 
pension fund shortfalls at Japanese companies because of 
poor returns on pension fund investments and a declining 
workforce, in March, the company pulled out of a joint ven- 
ture manufacturing facility in the US, Twinstar Semiconductor, 
which cost it Y34.2bn. MtcMyo Nakamoto, Tokyo 


NETHERLANDS 


Power merger collapses 

A long-sought merger among the Netherlands' four regional 
generators of electricity collapsed at the weekend, dealing a 
blow to government hopes of creating a utility which could 
co mp ete on European scale. The four - Epon, EPZ, EZH and 
Una - could not reach agreement on a tariff structure ahead 
of the phased liberalisation of the EU's electricity market over 
the next few years. Some provincial and metropolitan admin- 
istrations, main shareholders in two of the companies, were 
wary. And the NMA. the new national competition authority 
which feBs under Mr Wijers’ ministry, launched an investiga- 
tion into the consequences of any merger. 

Gordon Cramb, Amsterdam 


HONG KONG 


China Light and Power ahead 

China Light & Power. Hong Kong’s dominant electricity sup- 
plier, yesterda y reported an 85 per cent rise in net earnings 
from HK$2.6bn to HKS4.89bn (US$631 m) [n the six months to 
March 31. 

However, the prof i t s were boosted by an HKS1 .62 bn excep- 
tional item from the sale of a property development The 
directors have made a special cash dividend of 52 cents a 
share to reflect the one-off gain. Core scheme of control earn- 
ings rose 5.4 per cent over the period, from HK$2J35bn to 
HK$2-48bn. The group anticipates that underlying earning for 
the full year will be “satisfactory. 

Louise Lucas, Hong Kong 


COMPUTER CHIPS 


Taiwan group advances 126% 

Taiwan Semiconductor, the world’s leading foundry, or cus- 
tom. semiconductor maker, yesterday reported a 126 per cent 
surge in first-quarter net profits, to T$6.95bn (US$2 10m). 
However, it warned that the chip industry would deteriorate 
this year because of slowing demand for personal computers. 
As a result ft had cut capacity at its plant to about 80 per 
cent in the second quarter, against about 100 per cent in the 
first The company said sales for the first three months were 
T$15.74bn. Earnings per share were T81.70. Laura Tyson, 
Taipei 


JAPANESE BANKING 


Sakura to refocus 


Sakura Bank, one of Japan's leading commercial banks, is to 
scale back Its lending to European and US companies as part 
of a restructuring of its oversees business. Lending to domes- 
tic companies in the US and Europe will be cut as Sakura 
concentrates on fee-based business, other banking products, 
and lending to the European or US offices of Japanese com- 
panies. 

"Our policy is selectivity and concentration in the allocation of 
management resources. Profitability in Europe and the US is 
very hard, so it is true that we are going to reduce assets 
there,” Sakura said, but added: "We are not going to with- 
draw from that market, and we are not going to cut all our 
assets.” Bethan Hutton, Tokyo 


PETROCHEMICALS 

Sasol and Amic in talks 

Sasol, file South African oil-from-coal and petrochemicals 
producer, is negotiating to buy control of chemicals group 
AECI from Anglo American Industrial Corporation for cash. 
Sasol and Amic on Friday announced the talks after a week of 
speculation in the markets. Victor Maflet, Johannesburg 


COMPANIES & FINANCE 


INSURANCE GERMAN GROUP EXPANDS ASIAN OPERATIONS THROUGH LINK WITH LEADING DOMESTIC INSURER 


Philippines joint 


Brussels 

extends 



By Juste) Marezzi in tlanSa 

Allianz, the German insur- 
ance group, has entered the 
$650m life assurance market 
in the Philippines, the latest 
move In its expansion in 
Asia. 

Allianz, which became (me 
of the world’s largest insur- 
ance companies following its 
recent acquisition of a 
majority stake in AGF of 
France, announced on Fri- 
day the launch of a joint 
venture group with Pioneer. 
a leading local insurer. 

Hie new company, Pioneer 
Allianz Life Assurance, will 
be targeting a market that 


has been growing at about 17 
per cent a year for the past 
five years but is still small at 
5650 m, slightly lower than 
neighbouring Malaysia and 
Thailand. 

The five leading life assur- 
ance companies account for 
about 80 per cent of the 
domestic market Awareness 
of life assurance is low in 
the Philippines, with pene- 
tration of 10-12 per cent The 
Asian crisis also high- 
lighted the country’s low 
national savings rate, which 
ha s lon g lagged iwWnrt most 
of the region. At present. 

Pioneer Allianz ranks about 
23rd locally, but is aiming to 


reach the top 10 after 10 
years. 

Henning Schulte-Noelle, 
Allianz chairman, said Asia 
was an important growth 
area for the group, which is 
aiming to lift premiums in 
the region from S430m at 
present to SlJttra in 2000. 
The group reported world- 
wide income of $49bn last 
year. 

"The life assurance market 
in Ada. with premium vol- 
umes approaching $70bn 
(excluding Japan), is several 
timas larger than in other 
emerging markets such as 
y .a tin America and eastern 
Europe," he said. The per- 


centage of the overifiOs popu- 
lation would double between 
1995 and 2025, he said. 

Thomas Kaufmann. presi- 
dent chief executive offi- 
cer of Pioneer Allianz, said 
ATiianv had been “rather 
late” coming to Asia. The 
group pst qfrlishBri a regional 
headquarters in Singapore 
and an asset management 
company in Hong 'Kong in 
1996. It now has operations 
in 14 countries in' Asia-Pa- 
cific, some through joint 
ventures with local groups 
ynd others either part or 
wholly-owned subsidiaries. 

China, i nd** Indonesia 
had been priorities, bat 


because of government 
restrictions in the former 
two countries and the eco- 
nomic crisis in the latter. 
Philippines and Thailand 
were now heading the Jbt. 

The Asian crisis would 
knock non-life insurance 
business in the region by at 
toagf so per cent, mainly In 
the industrial sector follow- 
ing the cancellation of large 
infrastructure projects, Mr 
Ka ufinann said. 

prospects were healthier 
for the life assurance busi- 
ness and the group was also 
planning to shift into other 
areas such as education 
plans. 


Confident Fiat lifts 
full-year dividend 


By Haig Sknoraao, 

Motor Iwtostry Correspondent 

Fiat. Italy’s leading 
industrial group, reported 
bumper net profits for 1SS7 
and raised its dividend to 
underline its confidence in 
future earnings, in spite of 
weak sales in its big Brazil- 
ian market 

Net profits after minority 
interests rose from IA371bn 
to L3,417bn ($l.4bn) an a 15 
per cent jump in sales to 
almost L90,000bn. That 
prompted a L20 rise in the 
dividend to L120 for ordinary 
shares and L150 for prefer- 
ence shares. 

Trading in the first quar- 
ter of this year confirmed 
the upward trend. Boosted 
by net interest income, pre- 
tax profits jumped 32 per 
cent to L655bo; sales rose li 
per cent to L23,012tm. Oper- 
ating profits cMmbed 21 per 
cent to L545bn. 

However, earnings at 
Fiat’s core car division fell 
from LI36bn to LlSbn after 
sharply lower sales in Brazfl. 

Higher interest rates and 
an erosion in consumer con- 
fidence triggered an 18 per 
fall in the country’s car mar- 
ket in the first quarter of 
thin year, compared with the 
same period last year. 

Although Fiat said it 
believed demand was recov- 
ering. with the rate of 
decline in sales slowing 
sharply last month, the slow- 
down in Brazfl had a marked 
effect on turnover in its core 
car business. With Brazil 
accounting for about a quar- 



fiefntg: Cesare RomBi, above, wil l be succeeded by Paota Fresco 


ter of Fiat's car sales, turn- 
over in the first quarter 
grew only 7 per cent to 
Ll2,7Q0bn. 

The company is also likely 
to be affected this year as 
the rate of growth of car 
sales slows in its home mar- 
ket Italian car sales have 
rocketed in recent months 
cm the bade of a government 
supported scheme to stimu- 
late new car buying. 

Other parts of the group 
performed more strongly. 
First-quarter operating prof- 
its at the Iveco commercial 
vehicles arm rose from 
Ll6bn to L140bn, At the New 
Holland farm and construc- 


tion equipment division 
operating profits increased 
from L265bn to L339bn_ 

The results come as Fiat 
prepares to enter a new 
phase, after the retirement 
In two months' time of Ces- 
are RomitL chairman. Mr 
Romiti, who became manag- 
ing director in 1976, will be 
replaced by Paolo Fresco, 
number two at General Elec- 
tric of the US. 

Fiat said the focus for for- 
eign growth will be on Bra- 
zil, Argentina, Poland. Rus- 
sia, Turkey, India and China 
- the seven fast-expanding 
markets where the group is 
already investing heavily. 


Croatia to 
complete Pliva 
sell-off today 


By Vincent Boland to London 


The government of Croatia 
today begins file sale of a 
final stake in Pliva, eastern 
Europe’s biggest pharmaceu- 
ticals company, in the first 
significant privatisation 
from central Europe since 
last autumn’s Asian finan- 
cial crisis. 

An international offering 
of op to 17 per cent of Pliva, 
which includes a 3 per cent 
stake being sold by the Euro- 
pean Bank for Reconstruc- 
tion and Development, is 
expected to raise about 
$asnm, making it the coun- 
try's biggest privatisation. 

About one-third of Pliva is 
already listed on file London 
stock exchange following the 
company’s initial public 
offering in early 1996, which 
raised $140m. 

This time the government 
is selling almost all the 
state’s remaining 14 per cent 
holding; the EBRD is reduc- 
ing its stake from 11 per cent 
to 8 per cent 

The rest of the company is 
owned by Croatian pension 
funds and banks. 

Merrill Lynch and Daiwa 
Europe are global co-ordina- 
tors for the issue, which was 
postponed from fate last year 
in the wake of Asia’s finan- 
cial turmofl. 

Last week the finance min- 
istry set a maximum price of 
554 kuna per share for a 
block of stock aimed at 


domestic retail investors. 
That represents a 10 per cent 
discount to the average price 
of the shares on the Zagreb 
stock market between April 
8 and 23. 

Any Croatian investors 
taking part will not be able 
to take immediate profits, 
however, because the shares 
will be subject to a two- 
month lock-up period. This 
is an unusual feature of a 

privatisation transaction and 

appears to be linked to the 
size of the discount put in 
place as an incentive. 

Pricing and allocations 
will be announced in mid- 
May. 

The bulk of file offering is 
expected to be bought by 
international investors, with 
the government keen to 
attract attention to other 
planned privatisations, 
including the sale of 25 per 
cent of the state telecommu- 
nications operator next year. 

The sale of the final Pliva 
stake coincides with the 
signing of an agreement last 
week with Parke- Da vis, a 
subsidiary of Warner- 
Lambert, the US drugs com- 
pany, to license the Croatian 
group’s discovery of gastro- 
intestinal peptides. 

* These die organisms in the 
human intestine that may 
help in the treatment of cer- 
tain infections. The agree- 
ment involves joint research 
to enable clinical trials to 
begin. 


EMERGING MARKETS REFORM PROGRAMME OF BRAZIL’S PRESIDENT IS WEAKENED BY THE LOSS OF ALLIES 


Politicians’ deaths hit Bovespa 


By Jonatbaa Wheatley 
inSio Panto 

Brazil's stock markets were 
groping for direction last 
week after the deaths of two 
of the country’s most impor- 
tant political leaders in two 
days. Both were central fig- 
ures in President Fernando 
Henrique Cardoso's cost- 
cutting reform programme. 

The reforms are stalled in 
Congress, and progress is 
essential in tackling a bud- 
get deficit which reached 6.1 
per cent of gross domestic 
product last year. 

The deaths left traders 
torn between pessimism 
over the government’s weak- 
ened position and optimism 
stirred by the prospect of 
congressmen rallying behind 
the reforms In a surge of 
emotional patriotism. 

Sergio Motta, communica- 
tions minister and behind- 
the-scenes political mover, 
died on Sunday. 

He had been HI for some 
time and markets bad 
already priced in the idea 
that he would take a less 
energetic role in the privati- 
sation of Brazil’s massive 
telephone network. Trading 


on Monday was normal. 

Not so with the death on 
Tuesday of Lois Eduardo 
Magalhaes, government 
leader in the lower house of 
Congress, victim of a heart 
attack. At 43 years old - 20 
spent in Congress - he was a 
rarity: a straight-dealing alli- 
ance builder, an ideologi- 
cally committed liberal and 
widely tipped for the presi- 
dency. 

Markets were stunned by 
his death. The S£o Paulo 
Stock Exchange (Bovespa) 
Index fen 2.7 per cent the 
following day, and a further 
1.1 per cent on Thursday. 
“There was a lot of concern 
that the reforms and even 
the privatisation programme 
would be delayed.” said 
Alberto Alves Sobrinho of 
Fair Corretora, a Sio Paulo 
brokerage. 

It is hard to see how the 
men will be replaced. As 
communications minister, 
Mr Motta was the driving 
force behind telecoms priva- 
tisation, due for completion 
next year and expected to 
raise at least $30bn. 

But his political skills will 

be missed most. A close ally 

and friend of Mr Cardoso, he 


Bovespa index (TJOCfi 





1987 


did the deals in Congress 
that delivered a constitu- 
tional amendment allowing 
him to run for a second term 
at general elections in Octo- 
ber. 

Mr Magalhdes was equally 
valuable to the government 
in Congress. He had steered 
reform of social security and 
the civil service through 
their first stages, and would 
have played a big role in the 
coming weeks in defeating 
opposition amendments. 

“The government is cer- 
tainly a lot weaker in Con- 
gress,” said Joige Kotani of 


Lafis, a Sfio Paulo firm of 
analysts. “It could be harder 
for the president to get re- 
elected. which might mean 
injecting more money into 
the economy through (vote- 
winning] public works." 

But many say markets 
have been reassured by Mr 
Cardoso’s reaction to the 
events. He has taken per- 
sonal responsibility for push- 
ing the reforms ahead and 
led a chorus of appeals to 
Congress to honour the two 
men by giving them speedy 

approval 

Opposition politicians 


have rejected such tactics. 
But It is the government’s 
allies who must be moved. In 
theory, it Is supported by 70 
per cent of congressmen: in 
practice, it must trade per- 
sonal, local and national 
interests vote by vote. 

“The rihwato in Brasilia is 
very emotional, which 
means there’ll be less need 
for horse trading,” said 
Ricardo RIbeiro of MCM, a 
SSo Paulo consultancy. 

Most analysts agree that 
while both men will be badly 
missed, others will emerge 
to fill the gaps they have 
left. 

As for the reforms, the net 
result could be neutral: per- 
haps there will be a conclu- 
sion of social security before 
attention tarns to election- 
eering in June; progress may 
be made on civil service 
reform by the end of the 
year. 

By Friday, this seemed to 
be the consensus on stock 
markets. Shares began to 
recover, with the Bovespa 
rebounding LS5 per cent to 
close at 11.728, as investors 
turned to fresh concerns 
affecting markets in the US, 
Europe and Asia. 
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NOTICE TO THE HOLDERS OF 

PLEIADES 

V800Q,0MMM>0 

Nil Coopoa Secured Mandated]? Exchangeable Notes doe 1999 
(the “Notes”) 

exchangeable for shares of common stock of 

NIPPON SODA CO, LTD. 

(the “Shares”) 

Pursuant to Clause 6.6 (HI of the Trust Deed dated 24 March 1997 (the "Trust Deed") relating to the Notes, 
notice is hereby given as follows: 

In accordance with the resolonon of the Board of Dircaon of Nippon Soda Co„ Lid. (the "Company") 
adopted at its meetings held on 25 March and 2 April 1998. the Company has issued 19,000.000 new Stores 
at the issue price of ¥810 per Shan: which is [ess than the ament market price per Stoic (as defined in the 
Trust Deed) on 2 April 1998 (the date (to Board of Directors of the Company fixed the srid issue price) of 
¥1.117.7 per Store. 

As a result, die Exchange Price (as » defined) of (he Notes has been adjusted pwsuaaC to Game cL8_6 of the 
This Deed as set forth below: 

Exchange Price before adjustment: ¥1,166.0 

Exchange Price after adjustemenc ¥1.123.1 

Effective Dale of adjustment: 24 April 1998 

27 April 1998 
PLEIADES 

NIPPON SODA CO- LTD. 

By: The Chase Manhattan Bank. London Branch 
as P rinci pal hying Agent for (to Notes 


NOMURA GLOBAL FUND 

R.G Luxembourg B 34 075 

Registered Office: 6 , avenue Emfe Reuter, L-2420 Luxembourg . 

Notice is hereby given to the shareholdera, that the ANNUAL 
GENERAL MEETING of sharetaktefl of NOMURA GLOBAL FUND 
wffi be hdd at the registered office on Monday Afey 4th 1998. 
Ot 3:00 pjn. with the foSwing agendo: 

1. Submission of the reports of the board of directors and af the 
auditor. 

2. Approval of the annual accounts and of the statement af 
opwotons as ct December 3 1st 1997; appropriation of tie resite. 

3. Discharge of the Directors and Auditors. 

4. Statutory appoi n tments. 

5. Miscellaneous. 

The shareholders are advised that no quorum h required for the 
items on the agenda of the Annual General Meeting and that 
derisions w3 be taken on simple majority of the shares present 
or represented at the meeting. 

In order to attend the m eeting of NOMURA GLOBAL FUND the 
owners of bearer shares will have to deposit their shares five dear 
days before the meeting at the registered office of the company 
or with NOMURA BANK (LUXEMBOURG! SA., 6, avenue EmUe 
Reuter, Luxembourg. 


The Boord of 'Directors’. 
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ISTITUTO MOBBLIARE ITAL1ANO S.pjL 

Headquarters: Vole delTAne. 25 Rome, ITALY 
feid-up Share Capital: LT 3.ttXyXW.QW.00b - Inscribed in the Company 
Itegiaer in Rome no. 10945/91 (Tribunal of Rome) - Inscribed in the 
Registry of Banks and Parent Company of the 1MI Group - Inscribed in 
the Registry of Banking- Groups - Member of the Interbank rvp^ 
Protection Fund-Ttt code do. OM48420588 VAT no. 00896201001 

SHAREHOLDERS 1 GENERAL MEETING 

Since the attainment of a quorum for tbe valid convocation of 
the Ordinary Annual Shareholders’ General Meeting in first 
call is not assured. Shareholders are informed that the 
Meeting wDl be held in second call Thursday, 30 April 
1998. at the Company Headquarters in Rome, Vi ale 
dell’ Aire. 25. 
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lion into a bid for Assuf-. 
anew Generates de France, 
the Parfa-based Insurer, by 
Germany's Alton*. Bui H 
has approved the related 
acquisition of Royal Ntder 
land VerzL’kcrirtgsgroep by. 
the French insurer. 

The Commission said it 
had decided to extend, until 
May & its investigation of 
the Allianz bid for AGF. Hie 
two-week extension was 
made possible by recent 
changes to European compe- 
tition regulations. 

It fa thought the Commis- 
sion is discussing the posi- 
tion of Coface, the French 
export finance insurer 
owned by AGF. French com- 
petition authorities have 
expressed concern at AGF’s 
stake in Coface. 

However, analysts believe 
the extension could signal 
the Commission was near to 
an agreement with the com- 
panies. 

“If there were any serious 
obstacles, the Commission 
would have immediately 
moved to a second phase.” 
said a banker in Paris. 

The Commission also 
approved the acquisition by 
Generali, the Italian insurer, 
of several smaller compa- 
nies. Including GPA and 
Proximo, two AGF units. . . 

However, under the tenna 
of an agreement between 
AGF, Allianz and Generali, 
none of the deals that were 
cleared yesterday can go 
ahead until the Commission 
authorises Allianz's bid. 

The investigation of AGF* 
proposed takeover of RN 
showed the French and 
Dutch groups only have 
overlapping activities in 
some sectors of the Dutch 
insurance market. 

Their combined market 
shares will not exceed IS per 
cent oF any market segment. 


Samsung 
and Volvo 
close to 
deal 

By Tim Burt to Stockholm 


Volvo, the Swedish 
automotive group. Is close to 
finalising the acquisition of 
the construction equipment 
arm of Samsung Heavy 
Industries, part of South 
Korea’s largest company. 

The deal, likely to be com- 
pleted within two weeks, 
will give Volvo Construction 
Equipment (VCE) its first 
manufacturing presence in 
south-east Asia and greatly 
strengthen its position in 
industrial excavators. 

Contributions from Sam- 
sung’s business would 
increase VCE's annual sales 
by almost 30 per cent to 
about US$3bn a year. 

Although Volvo first 
announced it was in talks 
with Samsung in February, 
completion of the deal 'has 
been delayed by more than 
six weeks amid wran g lin g 
over valuation and the 
fallout from Asia. 

At the weekend, however, 
Volvo said Bengt Ovlinger, 
VCE president, was ready to 
fly to Seoul at short notice to 
sign the final agreement 

Volvo, advised by UK, is 
understood to have agreed 
that Samsung would retain a 
minority stake in the con- 
struction equipment busi- 
ness following the deal. 

Samsung would also keep 
control of its fork-lift trucks 
business, which will not be 
included in the transaction. 


LEGAL NOTICE 

MSOOnorACXlSK 
HBJOBtSON GMBENfKlAK 

INVESTMENT tiHlSTPLC 
foniMtfr Graenfrior Investment 
Corepwiync 
(te Mreterf I lp lfctf .■) 

NOtCfiHBgSY OVtNpnainnMr4.uk rf 
iMaiMfeartntenjDtefafa.nd 


kntenqtU 

Cteiw3w... 

WSSAStf 'o—r-'p 

Jtejta* Cnw »» te« |tacrt Mo * NhM 


* i*te «> tend* KliM B* dk«s crafts* 
WMBiei Caw "*» ■ tea hmtepNH M te 

ft* pMctfas dtes or etew. At 

ttd dtei of Itrti St* 



vdEbateitobe 

benefa d mt dfcobaloa ink fcrti Ate* 

pmd. 

A li Mi k a dam mem d to 

n Hi* C7* «T (kr 
taeteny Mn UMMrte b*. 
DacdAfrflBnn 
« W M WW 0l«MM»a| 

<MRona]WH wnestM uprf*n 

rte c n n a— | b 

«mm «sd J kviM onto* wi br or hoc Andy 
bapttd. 




[biters «ets 


<. _ 


V - & 

. ' i 

tnsiiV 

|s> K 

i j 

rf* 

.(jig.' 




m 




■ v_ v-s 




- -W-T 5^1 


2i * 
•Si 


-ds 




• ; 



i tl in ■ 


com* 

. • .••*.* xt-a* 

•- revxom 

to disk? Z 

•'fit'* r 

* 41.KI 

IMlUttt 
■ '• i ' \ y te. Mt-W 


> »e 
» US* 


: ".*w » 







HA4 




c 






FES ANCIAL TIMES MONDAY 


25 


APRIL 27 1998 


Cummins to invest in 

lighter diesel engines 


COMPANIES & FINANCE 


By Peter Kush 

C ummins Engine or the US, 
the world's biggest maker of 
large diesel engines, is to 
announce a large investment 
in new, lightweight engines 
that will greatly extend its 
product range. 

The new products, to be 
made worldwide in collabo- 
ration with a group of exist- 
ing manufacturers of small 
engines, will be suited for 
powering “compact" con- 
struction machines and 
other small diesel-powered 
vehicles for which demand is 
growing. 

The move will increase the 
competition between Cum- 
mins and its arch-rival Per- 
kins, a UK-based' maker of 
diesel engines bought last 
year for $1.3bu by Caterpillar 
of the US, the world's big- 
gest maker of earth-moving 
equi pmen t 

Perkins has traditionally 
had a bigger presence in 
making smaller types of die- 
sel engines than Cummins. 
Caterpillar bought the com- 
pany partly to help its own 


move into the "compact" end 
of the construction 
business, which it hopes will 
by early next century 
account for a fifth of sales. 

Jim Henderson. Cummins 
chairman and chief execu- 
tive, said Investment in the 
new engine types would run 
to “a few tens of millions” of 
dollars. Revenues generated 
could reach more than 
5100m a year within a few 
years, compared with sales 
of ¥5.6bnJast year. 

“Compact" construction 
machines such as mini-exca- 
vators and skid-steer loaders 
are used by organisations 
such as road maintenance 
companies and local councils 
for jobs traditionally done by 
a man with a shovel 

With development of these 
machines led during the 
1980s by Japanese companies 
such as Kubota and Hitachi, 
annual world sales add up to 
about $3.5bn and are grow- 
ing much faster than other 
parts of the construction 
equipment industry. 

Cummins is also inter- 
ested in using small Bn ghm 


to power other types of 
vehicle such as “mini’' trac- 
tors and light pick-up trucks. 

Mr Henderson said one 
reason why Cummins' 
investment in the new 
engine types was relatively 
small was that it would use 
the expertise of partners - 
which already make small 
engines - with which it is 
negotiating. The names of 
these companies have so far 
not been disclosed. 

The engines themselves 
could be made both in Cum- 
mins' own plants and its 
partners. Mr Henderson said 
some of the new engines 
could appeal to makers of 
.earth-moving and other 
machfneg which currently 
use Perkins engines, but 
which might he put off 
ordering them for competi- 
tive reasons because of Per- 
kins' new owner. 

Some analysts suggest Par- 
kins might find some con- 
struction equipme n t custom- 
ers disconcerted by the fact 
that Caterpillar has such a 
dominant role in t>w» indus- 
try. 


Ebbers gets $17m bonus 


By Richard Waters in New York 

Bernard Ebbers, chief 
executive of WorldCom, was 
paid a $17m cash bonus last 
year, one of the largest made 
to an American executive. 

However, like many other 
US executives, he has 
already earned far larger 
paper profits from stock 
options, and currently owns 
or has options over' stock 
worth some $75Qm. 

According to the compa- 
ny's annual proxy state- 
ment, Mr Ebbers' bonus and 


salary for 1997 jumped to 
nearly $l8m in total last 
year, up from $&28m in 1996. 
Much of the increase was 
tied to WorldCom’s pending 
merge- with MCI Communi- 
cations: Mr Ebbers earned 
$13m of his bonus by meet- 
ing a pro forma revenue goal 
set the year before, the com- 
pany said. 

Outside the financial 
industry, large cash bonuses 
remain relatively rare. 
Among the largest last year 
were the $5 ,5m paid to Jack 
Welch, chairman of General 


Electric, and the $4.5m 
bonus of Lou Gerstner, 
r ha fa-man of IBM. 

Most companies have put 
more emphasis on stock 
options or other share plans 
as a way both to reward and 
motivate senior executives. 

Mr Ebbers, who in 13 years 
as chief executive baa turned 
WorldCom into one of the 
best-performing US stocks, 
controls 1632m shares in the 
company, including stock 
owned by his famil y or cov- 
ered by options, according to 
the regulatory fifing. 


CROSS BORDER M&A DEALS 

BtDDER/lNVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Atom Nobel (Nfands) 

Courtaulds (UK) 

Paints & fibres 

$3bn 

New worid No 1 

GEC (UK) 

Tracor (US) 

Electronics 

St.4bn 

ConsoEdation 

Ban Corp (Ireland) 

Camrick Labs (US) 

Pharmaceuticals 

S3 75m 

Swift US retun 

NCR (US) 

NCR Japan (Japan) 

Computers 

$300m 

Buy out offer 

BBA (UK) 

International Paper (UG) 

Fabrics 

$287m 

Non-wovan move 

APW (US) 

Vera (UK) 

Cable equipment 

*150111 ‘ 

Bid war looms . 

St Go bain (France) 

OUvar Ashworth (UK) 

Engineering 

$56m 

Agreed bid 

WPP (UK) 

GoUfarb (Canada) 

Business srves 

539m 

Bolt-on buy 

Boxmore Infl (UK) 

Murder Cartomage (France) Packaging 

S7m 

Performance Hr* 

Koch (USJ/Xtra (Mexico) 

Travira (Germany) 

Chemicals 

n/a 

Hoechst sell-off 


COMPANY NOTICES 



Hrvatske Zeljeznice 

CROATIAN RAILWAYS 
CROATIA, 10000 ZAGREB, Mjhaoovi&ra 12 


INVITATION TO TENDER FOR 

AUDIT OF CROATIAN RAILWAYS FINANCIAL STATEMENTS FOR 1997 

1. Croatian Railways invites qualified auditing Anns to lender for audit of financial statement for the 
financial year 1997. The selected finn wfll provide the following services: 

LI. ’ Fainnri ni ninth nf the internal forms for annual financial ata t e m e ms for each important Unix of the Croatian 
Railways: 

12. Integration and consolidation of financial statements for the Croatian Railways' rants and far its 
subsidiaries; 

13. Qaboration of detailed financial statements for the Craaxi&i Railways in accordance with the International 
Acc ounting Standards and Croatian taw*, both in Croatian and English lang uage. 

2 . The ttnderdocumertuaioo and all other relevant information regarding the tender can be obtained aiH2- 
Hrvatskc Zeljeznice. Finance mid controlling, Mihonoviceva 12, Zagreb, Croatia. 

3. The lender should contain: 

3.1. The Bidder's finn and address; 

32, Description of the firm including information oo business activities and experience m Croatia; 

33. List of diems from Croatia and experience regarding audit of Croatian iximpm ues;. 

3 a. Lia of railway admimstraiioos that are bidder's clients and experience regarding autfi of ntihray 
a dminisirai ionK 

33. The firm's approach to the audit or the Croatian Railways; 

3 A. CM of the auditing team members linduding cdnaiioG aid experience, mrioaaliiy. experience in Cro*t» 
and experience with railway administnui oos 7 . 

3.7. Fee and payment conditions; 

33. DmdKncfor the aoecmplistaneni of the outfit and awfitiqg report: 

3 S. The schedule of the auditing. 

A Tbc selection procedure and criteria . . , .. . 

4.1. The evaluation or the tenders will be accomplished by the five member Commiasun appointed by tire 
Croatian Railways: 

42. The selection and appointment of the auditor for die financial year that ends an December 31. 1997 win 
- be made by die OoatimR^**y* General Assembly. 

43. The criteria for the selection of the best bidder are: . _ . . 

. - s epams. including experience and experts witfam Croatia, expenneas in railway business, 
inwraatiani! reputation ami CApericncts of the audit team; 

• total fee for tire auditing services: 

• payment cooditiuns 

' • deadline for the accnngJishiiieni of the aodii and auditing report, 

5. Deadline far the tender procedure: , . „ 

-£1, Onh the tenders received by June 25. 1998 wOl be taken to consideration- ^ „ 

52. Tte Imtoshcndd be semtadotfate sealed envelope by registered mail » courier. Oiaaide envelop shoold 

NOT OPEN -TENDER FOR AUDfr OF FWANOALSWEMBro FOR 1997.“ 

53. Oonun^aion »riJI open the tenders in public on June 30, 1998 at 10JJ0 at the Croatian Raihraya 
Headquarter*. Zagreb. Mihanovi<*v fl 12. 

AD bidden will he mtified abw* die Klenai Walter mid appointnian of (be auditor — i 1 *™ 8 d,yf alter Ibe 
General Assembly has made the selection- 


CONTRACTS & TENDERS 


NOUNCEMENT FROM PRIVATISATION ADMINISTRATION 
OF mm MINISTRY OF THE REPUB LIC OF TURKEY 


BIDDING DEADUNE OF PRIVATISATION OF PETROL OFtSf (POA§) 

HAS BEEN EXTENDED. 


Much 17. 1M toffee pm. 
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BT Alex 
Brown 
names 
managers 

By Wfltara Lewis In Hew York 


Bankers Trust, the US bank 
balding company, yesterday 
formally took control of Nat- 
West Markets' equities 

research, Tpiatjjtntinnal galas 

and trading and primary 
markets origination busi ness 
in Europe- 

On Sunday the $129m eagh 
purchase from National 
Westminster Bank of Its 
European cash equities busi- 
ness was closed and today 
800 former NatWest Markets 
staff will begin working for 
BT AlexJSrown. the new 
brand name of Bankers 
Trust’s investment banking 
arm world-wide. 

Yves de Balmann, co- 
chairman of BT AlexJBrown 
said Bankers Trust intended 
to integrate NatWest Mar- 
kets staff and that, the hawk 
would put in place u an 
organisational structure that 
reflects our view of invest- 
ment hanking as a fully inte- 
grated global business". 

The staff will today be told 
that Joe Lafferty, formerly 
bead of global equity at Nat- 
West Markets, has been 
appointed co-head of global 
equities sales and trading 
alongside Brace Brandaleone 




^ RffUGUCDFiUWY 
% PRIME MIHrtTBV 
f PRIVATIZATION 

V ADMINISTRATION 

^ fl iufAMrtVllKri , lt«pePP4gl««T »» 


of BT Aiex-Brown. Mr Laf- 
ferty will also have responsi- 
bility for European equity 
primary markets and UK 
corporate stockbroking. 

Both executives will report 
to Ted Virtue, head of global 
corporate finance and presi- 
dent of BT AlexJSrown. Don 
Johnston and Graham 
Clempson, both BT 
AlexJJrown executives, have 
been appointed co-heads of 
European investment bank- 
ing, integrating finance, 
country coverage and indus- 
try groups. They will also 
report to Mr Virtue. 

Sales and trading in Euro- 
pean equities will report to 
Edmond Warns', formerly at 
NatWest Markets, who will 
report to Mr Lafferty. 
Reporting to Mr Warner will 
be Nick Bowers, head of 
sales, Richard Sharp, head of 
sales/trading, and Mike Pauk 
and Steve Kendall, who will 
continue to run customer 
Eadfitatiau. 

Wood Mackenzie, which' 
NatWest acquired from BUI 
Samuel in 1987, Is to be 
retained as a separate divi- 
sian of Bankers Trust 

Bernard Attafi is to con- 
tinue as chairman of Bank- 
ers Trust France, and Don- 
ald Bryden has been 
appointed chief executive 
officer with responsibility 
far strategy in the French 
market 


CHICAGO WORLD'S BIGGEST OPTIONS MARKET iS IN ENVIABLE GOOD SHAPE 

Unruffled by winds of change 


By NBdd Tad n Chicago 


Futures exchanges, big and 
small, are caught in a com- 
petitive maelstrom, under 
pressure to cut costs and 
cope with a globalising 
financial services industry. 
But at least one derivatives 
exchange is mining: the Chi- 
cago Board Options 
Exchange, the world's big- 
gest options market, cele- 
brated Its 25th birthday last 
week In conditions that look 
enviably benign. 

In large part, this is due to 
the relentless rise of Wall 
Street and the growth of 
equity-related wealth in the 
US. CBOE’s business has 
ramped up accordingly; in 
1997 it traded about 187m 
contracts, up 8 per cent on 
1996. Seat prices have 
surged, topping $700,000 this 
year before slipping to about 
$670,000 at present. That 
compares with $10,000 when 
the exchange was launched 
in 1973. 

Moreover, unlike the 
futures exchanges that are 
ago nising over whether to 
replace their traditional 
“open-outcry" pit-based trad- 
ing by electronic, screen- 
based systems, OBOE has 
managed to use technology 
without undercutting its tra- 
ditional flow. About 80 per 
cent of orders flowing into 
the market are now gener- 
ated electronically, although 
execution is still done 
through the pits. 

But even CBOE cann ot 
escape the winds of change 
blowing through the finan- 
cial services sector. A possi- 
ble merger between the 
American Stock Exchange 
and Nasdaq could mean that 
the Amex options market 
becomes a bigger competi- 
tive threat - particularly if 
Nasdaq's automated 
approach pushes the tech- 
nology timetable. 


At present. Amex ranks 
number two to CBOE in 
equity options, and CBOE 
commands virtually all the 
index options business. 

Moreover, even at CBOE, 
It is questionable how long 
the current blend of old 
style/new style trading will 
remain appropriate. Bill 
Brodsky, CBOE chairman, 
admits that the exchange 
has had one big advantage 
over the futures industry. 
While the latter is having to 
cope with globalisation, par- 
ticularly financial products, 
where round-the-clock trad- 
ing has become a genuine 
customer requirement, 

equity options business 
remains pegged to domestic 
stock market movements. 

The current frenzy [alli- 
ances between futures 
exchanges] is really one that 
relates to after-hours trad- 
ing," he notes. “That makes 
sense because you have this 
global business.” 

That same trend, he 
admits, may eventually 
affect options markets, as 
share ownership internation- 
alises and after-hours trad- 
ing in shares becomes a big- 
ger business. But, he reveals, 
CBOE is looking at the possi- 
bility of screen-based trading 
after-hours for its index 
products. Electronic trading 
might then be extended to 
more thinly-traded equity 
products during pit hours. If 
thought desirable, such 
systems could be introduced 
in late-1998 or early 1999. 

“I don't know how much 
of a market there is for our 
product after-hours - 1 think 
it's very limited at present,” 
he speculates. "Most of the 
stocks we trade are domes- 
tic, and ... we don’t see our- 
selves trading a lot of stocks 
in Europe or Asia. But on 
indices, there may be some 
more interest” 

A Nasdaq/Amex tie-up 
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would present an additional 
challenge, he concedes. "We 
don’t know that it’s going to 
go through. The vote at the 
Amex is at the end of May 
and we hear there’s a lot of 
opposition to it So I can 
only say that if it was to go 
through, Amex would con- 
ceivably be stronger under 
the Nasdaq umbrella than it 
is today.” 

But already, there has 
been speculation that CBOE 
might try to bolster its posi- 
tion through an alliance. It 
is no secret that it has talked 
to the Philadelphia Stock 
Exchange, which is effec- 
tively controlled by its 
options floor. "We've made 
some offers and well con- 
tinue to work with them. 
Right now, they're sort of 
entertaining ideas." 

But Amex is also in the 
hunt, and Mr Brodsky is 
cagey. “You've to remember 
that [Philadelphia's] prime 
goal. I think, is to stay put 
and stay independent. Also, 
we have to be realistic and 
say that if people don’t want 
to leave Philadelphia but 


find that they must, it’s a lot 
easier to commute to New 
York on a daily train than 
fly to Chicago." 

Perhaps the biggest cloud 
on CBOE's horizon is the 
possibility of a serious set- 
back in the US stock market. 
While the 1987 crash caused 
problems for the big futures 
exchanges, it decimated 
business at CBOE. Many 
customers faced huge losses; 
a class action lawsuit (even- 
tually settled) accused CBOE 
of mishandling events; and 
as business dried up. traders 
quit the floor. 

Could the scenario be 
repeated? "It's always differ- 
ent - and it's always hard to 
anticipate,” says Mr Brod- 
sky. “The reason our busi- 
ness dropped off so much 
after the 1987 crash was that 
customers were doing risky 
strategies in stock index 
options - selling puts, and 
making losses. The numbers 
doing those kind of strate- 
gies is nothing compared* 
with what was going on then 
- and I think that was where 
the big problems were.' 1 


Kellogg downbeat about outlook 


By ffldd Tart in Chicago 


Competition in its core US 
domestic market caused 
Kellogg, the Michigan-based 
cereals manufacturer, to 
report a 6 per cent fall in 
volumes during the first 
quarter and warn that 
double-digit full-year earn- 
ings per share could be diffi- 
cult to achieve. 

Its shares fell on the news, 
closing the week $l‘/« down 
at $38%. 

However, earnings per 
share rose 10.5 per cent to 42 
cents, compared with 38 
cents previously - a cent 
better than analysts, on 
average, had been forecast- 
ing, according to First Call, 


the research company. 

After-tax profits were up 
621 per cent at $1 70.7m, while 
opera tings profits, before 
interest expenses, were 7.8 
per cent higher, at $298 An. 

Group sales declined 2.7 
per cent to $1.64bn, which 
Kellogg said reflected a 6 per 
cent decline in global 
volumes. 

ArnoljJ Langbo, chairman, 
said that the competitive 
environment in same of the 
biggest markets had been 
“exceptionally intense", and 
cited a “particularly high 

level of promotional activity 
by others in the US cereal 
category”. 

He added that there had 
been some improvement in 


volumes towards the end of 
the quarter, and that Kellogg 
was "optimistic" about 
future volumes. 

But he stressed that 
adverse foreign currency 
movements and a continua- 
tion of the recent competi- 
tion might leave earnings 
vulnerable in the second 
quarter. 

“While we anticipate 
strong growth in the second 
half of file year, achievement 
of double-digit earnings per 
share growth for the full 
year . . . might be difficult.” 
he said. 

Analysts had been looking 
for Kellogg to make about 43 
cents in the second quarter, 
compared with 41 cents for 


the same period last year. 

Forecasts for the fUH year 
had previously stood at 
$1.84, up from $1.70 last time. 

Sluggish underlying vol- 
ume, in spite of various 
plant closures, and excess 
capacity, has meant competi- 
tion in the US cereals mar- 
ket has been intense for 
some time. This led to sharp 
price cuts in 1996. 

Last year, some improve- 
ment was detected, with vol- 
umes appearing to grow 
more strongly, partly on the 
back of new product initia- 
tives. 

However, competition 
from the private label cere- 
als market remained a sig- 
nificant factor. 


FT GUIDE TO WORLD CURRENCIES 
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IN A CHANGING WORLD ROYAL MAIL HELPS YOUR 
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US markets last week 
stepped back slightly from 
their frantic pace of the 
previous three months, with 
the stain equity indices 
slipping, as the yield on 
Treasury bonds rose. 

By the end of the week, 
the Dow Jones Industrial 
Average of 30 large 
companies had slipped from 
9,167.5 to 9,064.2. while the 
yield on the 30-year Treasury 
bond continued Its swift 
retreat from the record lows 
recorded earlier this year. It 
moved from 5£7 to 5.94 per 
cent during the week. 

Thursday could see the 
greatest movement on the 
bond market, as a series of 
important economic 
statistics are released. These 
will Include the employment 
cost index for the first 
quarter, which Is expected to 
have increased by 1 per cent 
year on year. 

Simultaneously, the 
market will receive the 
advance report for first 
quarter gross domestic 
product, the key indicator of 
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economic growth. This is 
expected to show an annual 
growth rate of 3.5 per cent. IT 
this is the case, it could be 
seen as evidence that the 
Asian crisis has not imposed 
a sufficient deflator on US 
economic growth, and would 
increase speculation that the 
Fed will seek to tighten 
monetary policy. 


I0NDON 

By Sara Thompson 


Benchmark yield carve 

(V 


After Die long list of crucial 
economic data released last 

week, mostly indicating a 
slowdown in the domestic 
economy and generally 
viewed as reducing the 
chances of an interest rate 
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rise, this week’s schedule is 
relatively light 
Total trade figures for 

February and non-EU trade 
numbers for March are 
expected on Tuesday, along 
with the Confederation of 
British Industry’s regular 
monthly survey of industrial 
trends, while the UK 
Purchasing Managers April 
index is expected on Friday. 

Three FTSE 100 
constituents are due to 
report this week. BAT 
Industries and Unilever both 
announcing first-quarter 
numbers on Friday and 
Allied Domecq unveiling 
interim results an Thursday. 

But a whole raft of annual 
meetings are scheduled, 
featuring many of the stocks 
and sectors that have been 
in the forefront of toe 
market's surge to record 
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levels in recent months, 
notably banks, drugs, 
insurances oQs. 

Those areas of London’s 
equity market were given a 
thorough chairing last week, 
despite the perceived more 
positive outlook for domestic 
interest rates, which should 
have helped banking and 
insurance areas. 


FRANKFURT 


By &aban> Bowfcy 

German markets this week 
are likely to be concerned 
with the issue of who will 

head the European central 
bank ahead of the key 
meeting of European heads 
of government on Saturday. 

The Bundesbank 
continues to express 
reluctance to a potential deal 
which would see Wim 
Duisenberg, Dutch president 
of the E uro pean Monetary 
Institute, stopping down half 
way through an eight-year 
term to dear the way for 
Jean-CIaude Tricbet, 
governor of the Bank of 
France. Analysts fear such a 
doai could riant market 
confidence m the euro. 

A further issue 
investors is likely to be 
Volkswagen's fresh bid for 
RoII-Royc8 Motor Cars of toe 
UK. VW*s superv i sor y board 

met cm Saturday to discuss 
the management's revised 
offer for toe UK luxury 
car-maker. 

The Bundesbank Is 
expected to leave interest 
rates iiwrbang ed at its 
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regular council meeting on 
Thursday. Figures published 
on Friday showed subdued 
inflationary pressures, 
underlining the p res en t 
weakness of retail demand. 

Other corporate news is 
expected, tomorrow, from 
Deutsche Telekom, and on 
Wednesday from airline 
Lufthansa. 
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TOKYO 

By Pad Abrahams 

Japanese equity markets are 
likely to come under farther 
pressure this week after last 
Friday’s economic package, 
which was larger than 
exp ected but EaDed to 
include permanent tax cuts. 

Any hint from the ruling 

Liberal Democratic Party 
that It might introduce 
permanent tax cuts would be 
a. plus for stocks. Other 

positive factors could be 

further share buybacks or 
m&a activity. The 
benchmark Nikkei 225 index 
closed up 307 points last 
week at 16,011. 

The bond market will 
continue to absorb the 
Implications of toe package. 
However, prices are likely to 
be supported by further grim 
economic data this week. 
Industrial production figures 
for March ~ due tomorrow - 
are expected to be down 
about 3 per cent year on 
year. March retail sales data 
are also scheduled on the 
same day, with sales 
expected to fall as much as 
18 per cent Unemployment 
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figures for the same month 
are also due and are 
expected to reach a record - 
3.8 per cent On Thursday ■ 
data on housing starts for 
March are predicted to show 
a fall year on year of more 
♦him 10 per cent, and on 
Friday the consumer price 
index is expected to indicate 
a 2.1 per cent rise in March. 


LONDON RECENT ISSUES: EQUITIES 
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FINANCIAL TIMES 
Conferences 


THE 3RD ANNUAL WORLD ALUMINIUM CONFERENCE 
Strategies for Developed and Emerging Markets 
IS & 16 June 1998 , Hotel Inter* Continental, London 


Intensifying competition and volatile emerging markets am forcing a radical re-think of business strategy amongst aluminium prtxkicers. 
The aftershocks of (he crisis in Asia, together with telescoping product life-cycles in e merging markets, most sorely impact the paradigms 
for success in the new century. Can industry leaders even be sure of the major markers in ibeir own backyard? 


The World Aluminium Conference will bring Together senior indust ry executives, tfad 


i and investors in a stimulating forum to 


consider these fundamental points and address the demands of the world-wide marketplace. 


SPEAKERS ACCEPTANCES 


Mr Jacques Boogie 

Prori de nl and Chief Executive Officer 

Alcan A l u m i ni um Limited 

Mr Francois Pra+osl 
Managing Director 

ACRE (Aluminium Cat Recycling Europe) 

Mr John Barter 

Senior Vice President and 

General Manager. Aluminium Division 

SNC-LAWJN Cnmp Ime 


Mr Paal M Everard 

Executive Director 
BiUUon Aluminium BV 

Mr tgar Prahopra 

Director General 
AhtminlyAO 

Mr David W Beaie 
Managing Director 
SECO Aluminium Ltd 


Mr Ivmr Hafsett 

Preside ni 

Hydro Aluminium Extrusion 

Mr RS Vatsan 

Managing Director 
Aluminium Industries SDN BUT 

Mr David £ King 

Chief Eieatare 
London Metal Exch a n g e 

the right » dur the pregrtuu* ts may be utssmty. 


THE 3RD ANNUAL WORLD ALUMNHM CONFERENCE 
1$ A U JUNE 1948, tad UHrOwlitsl. Lradra 
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COMPANIES DIARY 

SmithKline 
meeting 
could be 
revealing 

With few UK companies 
expected to report this week, 
investor attention is Hkely to 
remain firmly focused cm toe 
stream of trading statements 
set to come from the large 
number of annual meetings. 
British Aerospace and Vick- 
ers AGMs on Wednesday 
could put the issues of the 
strength of sterling and con- 
solidation in the defence 
industry in the spotlight. 
The SmithKline Beecham 
AGM on Tuesday could 
bring more news of why the 
merger talks with Glaxo 
Wellcome broke down. Jan 
Leschly, chief executive of 
SB, this week told a select 
committee ofthe UK House 
of Commons that Glaxo had 
wanted him to stand down. 


TUESDAY 

Banco Santander, the Span- 
ish bank, is expected to 
report a rise in first-quarter 
net profit to PtaSObn - 
Pta34.4bn from Pta24.8bn, 
according to analysts. 

Forecasts range from 
PtaSObn by Schroders to 
Pta34.4bn at Central Efispauo 
Bolsa, with Aigentaria’s esti- 
mate coming In at Pta32£bn. 

“Earnings will be fuelled 
by sharp growth in all the 
bank's main operating 
areas,” says Carlos Garda, 
analyst at CH Bolsa. I’m 
looking for a 45 per cent 
increase in net interest 
income, lifted largely by. 
strong growth from Its Latin 
American operations, and 
the consolidation of recent 

MiyjmgitinnR " 

He said risk quality would 
show improvement because 
of the provisions made last 
year against the bank’s risks 
in Latin America, and 
because of improvements in 
Spain. 

Analysts also warned that 
operating costs will show a 



Jan Leschly: wffl he open ig> on the merger break-down? 


sharp Increase, largely 
because of toe consolidation 
of acquisitions, although 
growth in normal income 
would oflfcet this. 

They said first-quarter 
commission income growth, 
of about 80 per cent from toe 
Pta46.8bn reported a year 
earlier would also help the 
bottom line. 

• Astra, the Swedish phar- 
maceuticals group, is expec- 
ted to report first -quarter 
pre-tax profits of between 
SKr3.46bn and SRr4^8bn, 
compared with SKr8.46bn 
last t’frno 

Analysts say sales and 
profit growth will appear 
especially strong because of 


the weakness of toe year-ago 
quarter. 

With figures for US sales 
of the big-selling Losec treat- 
ment for ulcers already pub- 
lished, attention will focus 
on sales in Europe, where 
the product is under pres- 
sure from imports of romilar 


THURSDAY 


Olivetti, the Italian telecom- 
munications and informa- 
tion technology group, is 
expected to post a 1997 net 
profit of L7bn-L30bn. 
against a net loss of L9lSbn 


in 1996. 

Analysts say they expect 
extraordinary gains from the 
sale of the group’s stake in 
Omnitel-Pronto Italia and 
Infostrada to Mannesmann, 
which effectively amounted 
to a recapitalisation of the 
group. 

Roberto Odierna, at Banca 
Commerciale I tali ana. says 
he expects Olivetti to post a 
net profit of L22bu, after 
extraordinary income of 
Ll,119bn from the stake 
sales and one-off costs of 
LSOObn for restructuring. 

Simone Cennini of Uniprof 
is forecasting net profits of 
L25bn-L30bn, from operat- 
ing profits of Lltobn. 


NEW INTERNATIONAL BOND ISSUES 
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FINANCIAL TIMES SURVEY 


ASIAN FINANCIAL MARKETS 


Monday April 27 1 998 


The struggle to restore growth will dominate 
discussions among top regional financial officials 
in Geneva this week, writes Peter Montagnon 

Testing time for banks 


Since Asia's economic and 
fin a nc ial crisis started as a 
bank lending bubble, it is no 
surprise that it has had a 
traumatic impact on the 
regional hanking scene. 

Countries such as Thai- 
land, South Korea and 
Indonesia face a huge chal- 
lenge in reviving their 
domestic banks, many of 
which have been made effec- 
tively bankrupt by the col- 
lapse In their currencies. 

The crisis has also 
wrought havoc across a 
swathe of international 
banks with loan losses ris- 
ing, revenues down and 
remorseless pressure to cut 
costs. 

Against this background it 
is hard to look at Asia’s 
problems as an opportunity 
for bankers. Yet, paradoxi- 
cally, that is what it may 
turn out to be for a select 
few. 

The other side of the coin 
is that the crisis has created 
new ope ning s because capi- 
tal has suddenly become 
scarce and many of the 
region's companies are being 
forced to restructure their 
balance sheets. 

Those that can supply the 
new needs of this market 
now may well secure a lucra- 
tive future for themselves in 
the long term. 

The Asian banking indus- 
try that eventually emerges 
may be leaner and more effi- 
cient than the one that went 
before. At the domestic level 
it is likely to be more 
transparent with better 
accounting and better regu- 
lations. 

At international level it is 
likely to consist of a smaller 
number of institutions offer- 
ing a larger range of prod- 
ucts. 

The hope must he that a 
revamped financial services 
industry, with more Institu- 
tional investors operating to 
global standards and better 
developed local capital mar- 
kets. will offer some protec- 
tion against a repeat of the 
excesses of the past. 

But much pain still lies . 
ahead before that point is 
reached as countries strug- 
gle to restore economic 
growth and the banking 


indus try itself completes a 
restructuring that bag e Hn a 

long way to go. 

Across the region the dam- 
age has been substantial. 
Mahathir Mohamad, Malay- 
sia’s prime minister, com- 
plained this month that the 
crisis had lopped $260bn off 
the value of his country's 
capital market Turnover in 
Asian equities hag sl ump ed 

The daily value of Hong 
Kong shares averaged 
U$$L4bn in the heady days 
of last June amid the opti- 
mism surro unding the terri- 
tory’s return to China and 
before Thailand’s devalua- 
tion of the baht. By March it 
had sunk to USS760m- In 
Thailand tu rn ove r has fal le n 
by more than half from 
around SllSm to $55m. 

Nor is there much sign of 
a quick mid to the economic 
problems that have engulfed 
the region. 

Indonesia has reached a 
new agreemeent with the 
International Monetary 
Fund while Thailand and 
South Korea are being 
praised for their economic 
reforms. 

Currency and equity mar- 
kets have also at least 
shown same signs of stabilis- 
ing in the past couple of 
months, but economists gen- 
erally agree that it will be a 
long time before the region's 
economy recovers so that 
corporate earning s can rise 
again and the confidence of 
portfolio investors returns. 

Even the sparkling perfor- 
mance of South Korea’s 
Stock market in dollar terms 
this year leaves some inves- 
tors unconvinced. One Lon- 
don fond manager says he 
has recently taken profits in 
South Korea where worries 
about unemployment and 
ccrporate credit risk remain. 

Consensus Economics, 
which monitors the fore- 
casts, : *ays- t^ mean expec- 
tation hroong private sector 
forecasters is for Indonesia's 
economy to shrink by 45 per 
cent this year. Economic 
output in South Korea will 
fall by L3 per cent and that 
of Thailand by &5per cent. 

Across the region as a 
whole the highest growth 
rates will be recorded by 


China and Taiwan at 75 and 
5.8 per cent respectively. 
Next year only a modest 
i m pr o ve m ent is expected. 

Moreover, worries have 
been growing about Japan 
Since Norio Ohga. rHaH-man 
of Sony, said this yn»ntn t hat 
its economy was on the 
verge of collapse. 

He may have been exag- 
gerating. but Japan’s drift 
into stagnation the con- 
sequent weakness of the yen 
threatens to undermine 
other Asian attempts at 
recovery as well as Japan’s 
attempt to clean up its own 
banks. 

Against that background It 
is not surprising that many 
international bankers are 
despondent in the short 
term. One trouble, says a 
senior French banker, is that 
the crisis has not yet led to 
any substantial shakeout in 
capacity, at least in the 
equity business. 

“Two years ago we had 
overcapacity," he says. 
“Today we stiD have overca- 
pacity because the names 
who have disappeared have 
been taken over.” 

Those who intend to sur- 
vive, he adds, must have 
deep pockets because profit- 
ability is unlikely to recover 
much over th e next couple of 
years. During that time 
international banks may 
well have to subsidise their 
Asian operations with earn- 
ings from other parts of the 
world. 

Admittedly January saw 
the spectacular demise of 
Peregine, previously Asia’s 
most dynamic and aggres- 
sive indigenous investment 
bank. Many investment 
banks have also shed staff 
and slimmed down their 
expenses, but more pain 
looks likely before a satisfac- 
tory equilibrium is reached. 

Yet for those willing to 
stay the course, the ultimate 
benefits could be consider- 
able, and today’s depressed 
markets present opportuni- 
ties that did not exist before. 

- ABN- AMRO, far example, 
is proceeding with its plans 
to expand into domestic 
wholesale banking In Asia, 
having decided that the mar- 
gins in international whole- 


sale banking were too slim. 

Last month it bought a 75 
per cent stake in Bank of 
Asia, a medium-sized Thai 
institution, in a novel deal 
whereby the final price will 
only be set next year. Such 
deals were, difficult before, 
says Ton de Boer, Asia-Pa- 
cific chief executive. 

“In the past not many 
countries allowed you to go 
native. The blessing is that 
you can get a much larger 
percentage of a bank 
than you could before the 
crisis.” 

Similarly, argues Stephen 
Stonefield, regional chair- 
man of Credit Suisse First 
Boston, new opportunities 
are emerging in areas 
such as venture capital and 
mergers. 

“We will find more oppor- 
tunities from the standpoint 
of the strategic investor than 
ever before as capital avail- 
able to companies and gov- 
ernments has become very 
scarce,” be says. 

The hanks which come out 
of the crisis well are likely to 
be those that can offer such 
a range of services rather 
than specialising in 
one activity such as 
equity trading or fund man . 
agemenL 

Requirements of interna- 
tional bank customers in 
Asia now are often based on 
the need for corporate 
restructuring, hence merger 
and acq uisi tion business is 
expanding. 

South Korea’s successful 
launch of a $4bn bond issues 
this month at spreads below 
400 basis points over compa- 
rable US Treasury paper is 
also a reminder that the 
b ond business looks likely to 
recover grandually. 

Governments and compa- 
nies seeking to refinance 
short-term debts make ready 
borrowers, while there is 
demand from investors 
looking for high yielding 
issues. 

AH this is natural territory 
for the big US investment 
banks which have distribu- 
tion capacity in the US and 
the reach to bring Western 
companies on shopping trips 
for cheap acquisitions in 
Asia. 



r '* hums rasa 


Chtia 



1896 

1897 

1098 

■ 16 

16 

6.1 

m 13 

16 

10 

.'. 09 

Z2 

IS 


Hong Kong 



1998 

1997 

1998 

■ 5.0 

52 

18 

■ 6.0 

5.7 

33 

- -1.7 

-13 

-2.4 


SOUTH KOREA 


Mb 



1996 

1967 

1838 

■ 72 

73 

*2 

a to a 

14 

73 

- -u 

-1.4 

-IS 


Indonesia 



1996 

1967 

1998 

■ 60 

46 

-6.6 

m 7J 

16 

45.0 

-3.4 

-1.6 

55 


W 

LANKA 


PhSpptas 


- 

1968 

1967 

1998 

■ 

57 - 

52 

12 

a 

14 

51- 

&1 

£ 

-60 

-4.4 

-57 

Singapore 
1996 : 

1897 

1996 

a 

69 

79 

52 

a 

14 

10 

15 

3 

157 

152 

136 

SriUrta 

1896 

1897 

1906 

■ 

39 

57 

59 

a 

159 

Iff 

5 

?: 

-3.7 

-4.1 

-45 

Petard 
- 1696 


1896 

a 

16 

-0.4 

-39 

a 

56 

56 

145 


-79 

-19 

7.1 


•s 

Tt 'jIaiaysia 




,/fi? 

■ t 9?3SisriC“ .p < * 

Kr -3.: 


Japan 



1896 

1997 

1996 

a 39 

69 

67 

■ 61 

1J 

67 

- 1.4 

13 

26 


Malaysia 



1896 

189? 

IBB 

a 89 

B9 

67 

a 35 

27 

49 

4.1 

-59 

-23 


INDONESIA 


i.-.v. ' 


Sooth Korea 


Pakistan 



1988 

1967 

1996 

a 46 

31 

49 

a 109 

130 

160 

' 45 

■7 

■59 


1896 

1897 

1996 

a 7.i 

56 

-14 

a 49 

45 

123 

T -51 

•15 

64 

Tatar 

' 1896 

1887 

1986 

a 37 

6 6 

53 

. a 31 

05 

35 

9 45 

'Ll 

15 

Vietnam j 

18 B 6 

1997 

1998 

a 94 

63 

73 

a 45 

35 

63 

«■ -109 

-62 

-60 


«: * 


* Manor anal % change 
In GDP < 


■ f . -,~-i fc-5* 



. . • --*■ t : 

: : . • 
'(Ai a*, ."i; 

j ^ 


Forecast (visa 


The chances are that the 
coming consolidation will 
see the Americanisation of 
international banking in 
Asia, with established local 
banks having to fight to reap 
the benefit of their much 
better developed local net- 
work. 

In this context the merger 
between Citicorp and Travel- 
ers &oup, which owns Salo- 
mon Smith Barney. looks 
like having a substantial 
impact on the regional mar- 
ket. 

Citibank already has a 
subs tantial presence In Asia 
in both the retail and invest- 
ment banking market It. is 
too early to say how success- 
ful the merger will be, but, if 
all goes wen for the com- 
bined group, it should Just 
be starting to flex its 
muscles Just as Asia comes 
out of the economic crisis. 

The pressure of competi- 
tion is unlikely to let up 
much, even than. 


JAPAN • by Gillian Tett in Tokyo 


Spotlight falls on problem loans 

The financial risks Japanese** 


posed could 
potentially dwarf 
the recent market 
crisis 

Take a glance at Japan's 
banking world this spring, 
and one startling statistic 
hangs over the sector. The 
level of problem bank loans 
is now offlciaUy Y77,000bn 
(US$582bn) or twice the size 
of Australia's economy. 

The equation shows why 
the rest of the world should 
worry about Japan as south- 
east Asia emerges from its 
recent market turmoil. 

For, although Japan has so 
for avoided the scale of crisis 
seen in Thailand or Korea 
last year, its financial sys- 
tem is plagued by deep prob- 
lems, highlighted by the bad 
loans. 

And if Japan cannot 
resolve these issues the 
financial risks they pose 
could potentially dwarf the 
market crisis seen in the 
region last year. 

The situation is alarming 
because the banking prob- 
lems have not been triggered 
by any short-term economic 
fluctuations but reflect 
decades of economic mis- 
management. The essential 
difficulty is that Japan's 
economy is inefficient at 
aHocafing capital 

The reason for this is that 
the financial system created 
after the second world war 
was designed to turn the 
country’s vast savings into 
T*eap loans for industry, via 
the banks. Thus banks have 
Operated, not as profit-driven 
companies accountable to 
l&dependent shareholders. 

but ’ government-influenced 
Institutions serving indus- 
irial'nseds. 

This lias left banks locked 
™o incestuous shareholding 
ra tations with clients. About 
per cent of shares on 
Tokyo stock exchange 
held in cross-sharehold- 
ings. 

also encouraged the 
J™-*® operate as a group. 
“*“8: tosh forging indcpen- 


Aptatbe defer (¥ per $ 


MHai22SAwdpfOOQ 


110 




dent strategies. Meanwhile, 
the banks have been woe- 
fully ffi-equlpped to apply 
rigorous credit analysis. 

Consequently, during the 
1980s bubble economy they 
expanded their lending reck- 
lessly, leaving them saddled 
with property-related bad 
loans when land prices col- 
lapsed. 

These problems are alarm- 
ing in themselves. But what 
is even mare disturbing is 
that the banks and govern- 
ment have been woefully 
slow to tackle them. 

Right years after the bub-' 
hje collapsed the banks have 
still not written off their bad 
loans, partly because lax reg- 
ulation has allowed them to 
disguise the problem. 

Though bank profits have 
slumped there baa been little 
industry consolidation. The 
country has 19 major b ank s 
compared with 23 a decade 

Meanwhile, the banks 
themselves have been pain- 
fully slow to change their 
business practices, even 
though margins on their tra- 
ditional business of corpo- 
rate lending have been 
gin-inking East. 

As Christopher Mahoney, 
managing director of 
Moody's, the US credit rat- 
tagagency, says "Baddy 
crises are not exception- 
ai-.-But what has been 
quite unique about the Japa- 
nese banking problem, apart 
fr om its scale, has been its 

duration.” . 

The government insists 


that it is now finally acting 
Earlier this year it agreed to 
use Y30,000bn of public 
money to protect depositors 
and encourage ' more 
restructuring: 

On April 1 it officiany 
launched a programme of 
sweeping deregulation, 
known as “Big Bang”, that 
aims to inject new competi- 
tion into the financial indus- 
try. Details of this Big Bang 
are complex. But they 
include a welter of reforms 
that wfll affect the banks. 
Over the next three years, 
for example, banks win be 
allowed to enter new busi- 
nesses, such as mutual 
funds. 

A stricter form of account- 
ing standards, known as 
prompt corrective action, is 
bong Introduced, making it 
harder for banks to conceal 
bad loans. They wfll also be 
permitted to establish hold- 
ing companies for the first 
time. ■ 

Even before Big Bang offi- 
cially started, there had.been 
a multitude of other chan g es 
over the past year. In fiscal 
1997 the top 19 banks expect 
to write off more than 
YlOOOObn bad loans, leaving 
them posting a loss of more 
than Y4,000bn 

Some are also s hrin kin g 
lending : Between March and 
September last year their 
risk-weighted assets foil 35 
per cent 

Mast tonlw have declared 
new corporate strategies 
that aim to reduce the 
unprofitable lending busi- 
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ness by PTc pandtng into areas 
such as asset management. 
Some have tried to slim their 
operations by withdrawing 
from overseas operations. 

Some consolidation has 
even occurred. Over the past 
year several regional banks 
merged and one large bank, 
Hokkaido TaJrushoku, col- 
lapsed last November. 

But these reforms may not 
be enough to tackle the prob- 
lem. Despite the Big Bang 
rhetoric, the danger is that 
some Japanese politicians, 
bureaucrats and bankers 
stfll seem very reluctant to 
accept the scale of chang e 
now needed. 

Since Hokkaido Taku- 
shoku’s collapse, for exam- 
ple, there have beat signs 
that politicians are blocking 
badly needed industry con- 
solidation. The government 
recently awarded Yl500bn 
to both strong and weak 
banks to boost their capital 
base. 

There has been backslid- 
ing on attempts to introduce 
more market accountability. 
The government recently 
approved new accounting 

reforms that, make it easier 

for banks to disguise foiling 
equity and land pries. 

Meanwhile, many banks 
appear reluctant completely 
to resolve the bad loan prob- 
lem by selling the pr op erty 
collateral behind the loan. 
And the banks' attempts 
to reduce lending have 
been cosmetic compared 
with the scale of the prob- 
lem. 


1996 tor 


“Japanese Hanks are ineffi- 
cient because banks have 
fontastic quantities of assets 
on their balance sheets at 
incredibly low spreads 
which belong in the 
capital markets," argues 
David Atkinson, of Goldman 
Sachs. 

Optimists argue that it is 
simply a matter of time 
before balance sheets are 
adjusted. “Judging from the 
present moves in Japanese 

Hanks you might tHink that 

changes are unlikely,” says 
Yoshiaki Shikano, of the 21st 
Century Public Policy Insti- 
tute, a think tank. 

“But the banks will 
change. They have to 
change. The era of living 
comfortably in ‘pre-set* com- 
petition has ended.” 

But the risk is that with- 
out rapid reform Big Bang 
may actually hurt, rather 
than help, the Japanese 
banks. 

By fi ghting consolidation, 
for example, the government 
will prevent strong banks 
from competing with the 
weaker ones. 

And by failing to imple- 
ment a credible regulatory 
system the government wfll 
undermine investor confi- 
dence is thp flnanHal sector. 

“The real problem is that 
there Isn’t a real sense erf 
crisis yet in Japan, like in 
some other Aslan countries,” 
paints out one diplomat. 

“If Japan keeps putting off 
(reform) the banking prob- 
lems won’t get better. In 
fact, they win get worse." 


REGIONAL COLLABORATION • by Peter Montagnon, Asia Editor 

IMF in firing line 
over rescue efforts 


Among the 
indictments are 
that the Fund 
failed to see the 
crisis coming 

The troubles which have 
spread through Asia over 
the past year have been very 
much the region's crisis. But 
they have also meant some 
difficulty for the Interna- 
tional Monetary Fund, which 
has had to deal with them. 

The IMF has been at the 
centre of rescue efforts for 
South Korea. Thailand and 
Indonesia, assernnHng pack- 
ages which total S107bn 
when contributions from 
governments and other 
international organisations 
are factored in. 

But it has also come in for 
robust criticism, not only 
from within Asia but also 
from international econo- 
mists, for the way it has 
handled the crisis. 

Among the indictments 
are that it failed to see the 
crisis coming, that its pro- 
grammes lack transparency 
and p l a ce too much empha- 
sis on traditional macro-eco- 
nomic adjustment, and that 
it failed to understand the 
nature of a crisis whose ori- 
gins lay not, as hitherto, in 
public sector excess but in 
the private sector. 

The result has been a 
debate both on the role of 
the IMF itself and on appro- 
priate measures for dealing 
with similar crises in the 
future and, if possible, pre- 
venting them occurring. 

On some counts the IMF 
has a fairly strong defence. 
It says it tried hard to warn 
Thailand of the risks it was 
courting. 

But, as Stanley Fischer, 
deputy managing director, 
noted in a recent speech: 
“Neither the IMF in its con- 
tinuous dialogue with the 
Thai authorities, nor 
increasing market pressure, 
could overcome their sense 
of denial about the severity 
of their country's economic 
problems." 

Thailand and South Korea 
were running perilously 
short of foreign exchange 
reserves when they 
approached the IMF, Mr 
Fischer continued. 

The first order of business 
was to restore confidence in 
the currency. That to turn 
required Ijigh interest rates, 
even if these complicated the 
situation of weak Hanks and 
corporations, 

Equally, there was a need 
for fiscal ti ghtening to offset, 
if not the capital cost, at 
least the interest cost of res- 
cuing the domestic banking 
system. 

Finally, structural adjust- 
ment, notably restructuring 
of the banking system, was 
needed if the underlying 
problems which had led to 
the crisis were to be 
addressed. 

Yet the IMF is likely to 
have some trouble convinc- 


ing its critics on these 
points. Martin Feldsteto, an 
economics professor at Har- 
vard Un iv ers ity , argues that, 
while structural reform was 
necessary in these countries, 
this was not the answer to a 
short-term problem. 

“By asserting that these 
economies were basically 
unsound and needed to 
remake their financial 
systems, tax and tariff struc- 
tures. labour markets, cen- 
tral hanking procedures and 
corporate governance, the 
IMF inappropriately fright- 
ened investors and lenders," 
he argues. 

Moreover, the structure of 
the financial packages was 
inappropriate, be says, 
because they promised 
money only to stages once 
the reforms had been imple- 
mented. 

A large amount of money 
up front would have had a 
better chance of arresting 
the panic to financial mar- 
kets. 

Quite whether the IMF 
and Its partners could ever 
see their way to disbursing 

At one level 
the IMF is 
ill-equipped 
to address 
the new-style 
financial 
crisis 

large amounts of money 
without evidence of reform 
is uncertain. But Mr Feld- 
steto’s criticism does point 
up one crucial aspect that 
the IMF appears to have 
missed, at least initially. 

This was that the affected 
countries were suffering 
principally from an extraor- 
dinary foreign exchange 
cash flow problem created 
by the need to service and 
repay massive amounts of 
private sector short-term 
debt 

Were the outflow to be 
stopped from that quarter, 
the chances were that confi- 
dence might return and the 
monetary squeeze might at 
least be relaxed. 

Only slowly has the IMF 
come round to this recogni- 
tion. It had three goes at 
agreeing a programme for 
Indonesia before the IMF 
was prepared to address the 
question of how to facilitate 
restructuring of private sec- 
tor debt 

to other areas, too, it has 
come round to the view that 
some of its initial criteria 
need to be modified. The fis- 
cal targets have been relaxed 
for an three Asian countries 
with which it has been deal- 

tog. 

But for ah those involved 
in dealing with the crisis the 
learning curve continues to 
be steep. At one level the 
IMF is ill-equipped to 
address the new-style finan- 


cial crisis. 

In urging Indonesia to 
close 16 loss-making banks 
as part of its first pro- 
gramme for that country, it 
helped to spark a run on the 
rest of the country’s banking 
system - which, as Jeff 
Sachs, another Harvard 
economist, points out, made 
that country's problems 
worse. 

Nor are the IMF’s econo- 
mists trained to examine pri- 
vate sector issues. Those 
who landed to Indonesia did 
not know the names of the 
country’s largest companies, 
according to bankers to Jak- 
arta. 

But, as the dust settles, 
three areas of possible 
reform are coming to the 
fore. The first is the need for 
better surveillance and 
transparency so that loom- 
ing problems can be dis- 
cerned on the horizon. 

Asian countries, too, are 
working towards arrange- 
ments for better surveillance 
at a regional level while the 
main industrial countries, 
though organisations like 
the IMF, World Bank and 
Bank for International Set- 
tlements, are looking at 
ways of strengthening local 
banking systems. 

The second area is the pos- 
sible need for a new type of 
lending facility designed to 
offset the new-style emergen- 
cies to the capital account of 
the balance of payments. 
This may mean lending 
more money over shorter 
periods than the IMF has 
done so far. 

One recent suggestion 
from Larry Summers, deputy 
US treasury secretary, is for 
an examination of the possi- 
ble role multilateral develop- 
ment banks could play in 
encouraging privately 
financed standby credits. 

“The question of how 
international finance ran he 
used to leverage standby 
liquidity from the private 
sector is one that needs to be 
considered as part of a wide- 
ranging effort to think 
through the post-Mexico, 
post-Asia crises,” he said last 
month. 

The third issue is the need 
for controls on short term 
capital flows, which is being 
more widely recognised 
internationally. The IMF 
should look at new ways of 
preventing currency flows 
destabilising the whole sys- 
tem, says Goh Ghok Tong, 
prime minister of Singapore. 

There are no easy solu- 
tions but the aim should be 
to moderate the operations 
of the currency traders with- 
out regulating or stiffing 
them to a way that would 
damage capital flows, he 
says. 

Modern technology has 
enabled billions of dollars to 
be transferred between coun- 
tries at the push of a button. 
"Quick funds transfer based 
on analysts' reports, some- 
times based on rumours, is a 
new phenomenon which the 
IMF has to tackle,” he adds. 





2 ASIAN FINANCIAL MARKETS 


FINANCIAL TIMES MONDAY APRIL 27 1OTK 


Market impact of the crisis 


TbaJbnd 

Bangkok^ Index frdnsaq 


DEBT MARKETS • by Edward Luce 
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EQUITY MARKETS • by John Ridding in Hong Kong 

Rocky road to recovery 


Despite springtime 
rallies most Asian 
markets stand well 
below their 
peaks 

Signs of life returned to 
Asia's equity markets this 
spring. A couple of compa- 
nies have even tested inves- 
tors* appetite for share 
issues and Initial public 
offerings. 

But few in the industry 
are under any illusions. 
After the damage sustained 
last year, and recent volatil- 
ity. it will be a long and 
rocky road to recovery. 

Despite springtime rallies 
most Aslan markets stand 
well below their peaks. 
Benchmark indices across 
most of south-east Asia have 
fallen by about 50 per cent in 
US dollar terms over the 
past 12 months. 

Even relative safe havens 
such as Singapore and Hong 
Kong are down by more than 
15 per cent 

Turnover, too, has tum- 
bled. hi the heady days of 
the post-handover period 
Hong Kong's stock market 
notched up record daily trad- 
ing volumes of almost 
HKfOObn. Recent volumes 
have been about one-tenth of 
that Elsewhere the shrink- 
age has been more severe. 

The upheaval has made a 
big impact on the sector and 
promises significant implica- 
tions. Companies which 
turned to equity markets are 
now forced to find alterna- 
tive sources of funding. 

Companies still looking to 
equity have to adjust to a 


new set of rules and condi- 
tions. For the investment 
batiks that grew rapidly on 
the back of Asia's rising 
equity markets, restructur- 
ing is the order of the day. 

Various changes are well 
under way. Many big inter- 
national Investment banks 
have implemented restruct- 
uring plans, often involving 
substantial redundancies. 

Schroders, Indosuez W I 
Carr and JP Morgan are 
among those cutting staff as 
part of a regional reorganisa- 
tion. Some banks, notably 
Britain’s BZW and NatWest 
Markets, have withdrawn 
from Asia's equity braking 
markets altogether. 

While Goldman Sachs, 
Merrill Lynch and Salomon 
Smith Barney have held 
head counts fairly constant, 
a marked contrast from pre- 
vious retreats, they have 
increased their focus on 
other business lines, notably 
fixed income, mergers and 
acquisitions and other fee- 
based services. 

Traditional brokerage- 
based business can still sur- 
vive. “You can still make 
money with volumes at 
these levels If your cost 
structures are right," says 
Gary Coull, chairman of 
Credit Lyonnais Securities 
Asia. He says the Asian 
Investment banking arm of 
the state-owned French 
financial group has 
remained profitable. 

Others report a flight to 
quality as some of the 
smaller players have faced 
financial difficulties and as 
investors have grown wary. 

“I think most of the big 
players have managed to 


raise their market share,” 
says the senior executive of 
a US investment bank. 
“Pickings are slim, but we 
are getting more of them.” 

Optimism is also begin- 
ning to penetrate the gloom 
on the Issuing side of the 
business. While many 
planned initial public offer- 
ing?; in the Asean markets 
have been scrapped or 
shelved, such as the flota- 
tion of Smart Telecom of the 
Philippines, activity is stir- 
ring elsewhere. 

Several mainland Chinese 
companies have placed 
shares with institutional 
Investors, Including a 
US$14Gm issue far Huaneng 
Power completed last month. 

Since then Thai Farmers 
Rant has raised US$857m in 
an international equity offer- 
ing, the largest amount ever 
raised by a Thai company 
and the biggest Asian equity 
jggnp this year. 

Although cautious, IPO 
activity is also starting to 
stir. Yanzhou Coal Mining 
ventured on to the Hong 
Kong stock market last 
month, the first new issue 
on the market this year by 
an H-share company - a 
mainland enterprise listed in 
Hong Kong. 

With the ambitious indus- 
trial restructuring plans laid 
out by Zhu Rongji China’s 
reformist new premier, more 
are set to follow. China 
National Offshore Oil Corpo- 
ration is one candidate, with 
plans to raise hp to USJlbn 
according to bankers in 
Hong Kong. 

Apart from signalling a 
revival of activity, the Yan- 
zhou issue was significant 


for several reasons. It 
reinforced expectations that 
China will remain perhaps 
the biggest source of IPO 
activity in the region and 
confirmed the continued 
interest of international 
investors in mainland busi- 
nesses. 

The US$280m issue also 
demonstrated that Chinese 
companies are prepared to 
be pragmatic about the 
terms and conditions 
attached to their debuts. 

Compared with last year, 
when China fever swept 
mainland issues, Yanzhou 
came to market at a knock- 
down price. Its launch price 
represented a multiple of 
just seven times estimated 
earnings, a stark contrast to 
the double digit multiples 
offered in the pest 

“We were encouraged by 
the pricing *mH by h-h* realis- 
tic approach to market pros- 
pects,” said one Hang Kong 
fund manager. Like others in 
the sector, he believes there 
are substantial funds 
waiting to return to the 
region's equity markets. 

“We have already seen big 
net inflows after the collapse 
of confidence last year,” he 
says. “Caution Is still the 
watchword, but the right 
companies at the right terms 
should be able to start 
looking back to the market" 

Few expect the sums to 
reach anything like the 
USS21bn raised last year 
through regional equity 
offerings, ex-Japan. But, 
with the ftamap> of recent 
months still fresh in the 
minds, the recent stirrings 
provide some cause for 
cheer. 


Santander Investment 


The appetite for 
Asian and 
emerging market 
bonds in general 
is returning 

It has been a rollercoaster 12 
months for Asian govern- 
ments on the international 
debt markets. 

Before the onset of the 
Thai baht crisis last July 
most Asian sovereign bonds 
were trading at spreads of 
comfortably less than 200 
basis points over the 10-year 
US Treasury benchmark. 

Earlier this month the 
Korean government issued 
its first sovereign bond at a 
spread which was more than 
triple the level at which the 
country was trading just . 
nine months ago. The 10- 
year bend was priced at 3% 
basis paints over the US fig- 
ure. 

To rub salt in the wound, 
it was priced at roughly the 
equivalent rate of Mexico’s 
sovereign debt and slightly 
cheaper than a sovereign 
b enchmar k bond issued by 
the Philippines the previous 
week. The world had indeed 
been turned upside down for 
Korea and its fellow suffer- 
ers in Asia. 

"In terms of *bp bond mar- 
kets Asian governments are 
going through gnTTX» sort 
of trials t jtWn America has 
beat through twice before," 
says Jerome Booth, chief 
emerging market economist 
at ANZ Investment Bank in 
London. 

“The difference is that 
Latin American govern- 
ments are now experienced 
players on the international 
debt markets whereas, with 
the exception erf the Philip- 
pines, this is new terrain for 
Asian governments.” ■ 
Economists say that most 
Asian countries are about to 
tranform their previously 
back-seat positions on the 
international band markets 
into a mare visible presence 
during 1998. Despite tapping 
as much as $4bn from the 

markets earlier HMq rpnnfh 

Korea is expected to Issue at 
least another $5bn in the 
next few months. 

Thailand, with slightly 
lower funding needs than 
Korea owing to the gmallw 
size of its International Mon- 
etary Fund-led assistance 
package, is expected to 
came to the markets in June ' 
with a. $500m to $lbn offer- 
ing. 

Both the Philippines, 
which won some plaudits for 
its $50Gm offering in April, 
and Malaysia, which has not 
suffered as badly from the— 
crisis as its neighbours, 
are expected to tap the 
markets in the next few 
months. 


In short, Asian govern- 
ments are set to d om inate 
gmpr gifl g ’ market bond sup- 
ply in the near future. 

“Asian sovereigns are 
about to be introduced to the 
world of the international 
bond vigilante,” says Rich- 
ard Gray, chief emerging 
market economist at Bank of 
America. “This will intro- 
duce a degree of discipline 
and international exposure 
to which most are unaccus- 
tomed." 

Nevertheless, judging by 
the response to Korea’s $4bn 
issue, investors are upbeat 
about prospects for most 
Asian borrowers. With the 
exception of Indonesia, 
whose benchmark dollar 
bond r emains at a Stub- 
bornly high spread of more 
than SOQ basis points, all 
Asian bonds tightened in 
sympathy in the wake of the 
Korea offering. 

The Korea bond itself 
tightened from 355 to about 
330 basis points while the 
five-year portion went from 
a launch spread of 345 basis 
points to around 290. A large 
portion of demand came 
from US funds. 

“The appetite for Asian 


and emerging market bonds 
in general Is returning" 
says Paul Abberley. head of 
asset management at Lom- 
bard Gdfer, a private Swiss 
bank. 

-Both the Korea and Phil- 
ippine deals were well 
received because Investors 
are confident that both coun- 
tries will see improving 
credit ratings." 

Analysts say that Asian 
governments will also bene- 
fit from the low yields on US 
Treasury bonds with both 
the 10-year and 30-year trad- 
ing at yields lower than six 
per cent This reduces the 
headline coupon rate govern- 
ments need offer to Inves- 
tors. 

In addition, the persis- 
tence of low prime interest 
rates is Japan and most 
Western economies means 
there is plenty of liquidity 
for Asian borrowers to 
absorb. 

“Asian governments are 
going to have to tap the mar- 
kets in a big way,” says Mr 
Booth. "A lot of Aslan com- 
panies also need to borrow 
dollars internationally 
because there is such a lack 
of liquidity in their domestic 


markets." 

But companies would have 
to ensure they were property 
hedged against adverse 
exchange rate movements, 
he adds. 

On the negative front, 
Asia's slow return to the 
international bond markets 
could still be derailed by 
events in Indonesia and 
Japan, say economists. 

Further deterioration in 
Indonesia's political situa- 
tion following the tripling of 
basic food prices amt anti- 
Chinese riots earlier this 
year would hit broader 
investor sentiment towards 
Asian debt 

Similarly, says a lead man- 
ager of one US Investment 
bank, the markets win con- 
tinue to keep a nervous eye 
on the yen-dollar exchange 
rate, fearing that the yen's 
continued slide could 
undercut an export-led 
recovery In Korea and south- 
east Asia. 

"The markets ore still vciy 
nervous after losing so much 
ground in the last quarter of 
1997," says the banker. 
“Any sign of crisis and 
they will sell Asian paper 
again.” 


Foreign interest muted 


In China, saveraqueued up 
to buy a Yni25bntranda& of 
treas u ry bonris.Fcrgtgn 
investors were similarly * 
enthusiastic over Korea's - 
first post-Asian crisis -V 
US$4bn bondjssue^Bnt 
whenit comes to foreign ... 
interest to domestic -v 
currency bond markets, the-: 
reaction Is' more touted. ; 

The long-mooted : 
Knagance of d ee*> and \> 
developed Asian debt - - 7. 

markets locks further away 
than ever in the wake trf the . 
financial crisis; an ireny-not. 
missed by bankers; who*, 
point out that it would be ~- 
the Meal way for Asian ' 

. corporates to fond now that . 
the costoi US dollar debt .... 
has more, than doubted. 

' “If there mere a -. 
well-developed local 
currency band market it . 
would be great," says Glen 
fefoi.saiS^vice^aesideni; 
in debt capttalmarketsal 
InhmanEbpthereln Hong 
Kong. “Butifirat, most, 
possible investors don’t 
have the money to invest ' 
and second, frqshfotelgn - 
investors’ point of view now 
■ itbat.yoa bare a lack of 
, fixed currencies, you, have a ; 
; currency risk as wen asa 
oredit risk.” 

In addition to tire 
problamswiOTghtby the 
financial crisis/ the - ■ - "• 


have riot been removed. 
These include settlement - 
problems, wftholding taxes 
that eat into yields, and 
illiquid currency and 
interest rate swap markets, 
traditionally 

.-supported , the fixed Income 
markets.: 

“The relative illiquidity of 
cross-currency swap ; 
markets makes It difficult . 
te-lock to the dollar llbor 
‘ value oit for example, Thai 

fcaftfi . nr- Tnrirt^mcfam . 

Rupiah, "adds Mr KWi. 

." Governments more eager 
than sver to stimulate local 
currency debt markets are 
repeatedly stymied by the 
illiquid swaps markets . 
which, practitioners argue, 
are at least partly of their 
own making! . . 

TTw capital controls 
which then nervy Asian 
governments introduced as 
a rearifonto the currency 
.crisis xoakett virtually 
impossible, bankas say, for 
them to hedge their hooks 
efficiently because they 
cannot access the necessary 
markets in the required size 

and COSt. 

, Whfle it makes sense for 
■an Indonesian corporate to 
'burrow and pay back his 
loans in rupiah, foreign 
investors - who have scant 
. use for the currency - are 


unlikely to be tempted 
without intermediate swap 
markets where they can 
switch their holding to 
offload the currency risk. 

“Now you have this - 
perplexing arrangement ' 
where someone who has 
borrowed US dollars sees 
his costs have just 
quadrupled in rupiah 
terms," says Mr Kink 
Moreover, borrowers have 
shown scant interest to 
longer-term paper, a 
reflection of mostty fiat 
yield curves. “Sven prior to 
the crisis there was 
relatively little interest to 
Investing to long 
instruments to these 
countries, because most of 
the interest was at the short 
end of the curve,” says Jim 
Dunsford, global head of 
fixed income at HSBC Asset 
Management 
As a result, investors are 
left with mostly corporate 
or bank debt - names they 
are less familiar with and 
bearing credit that either 
carries a low rating or, 
frequently, is unrated. 
“That's a significant 
deterrent to the 
development of these 
markets from an 
international perspective,” 
says Mr Dunsford. 

Louise Lucas 
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has acquired the core equity 
business of the 


Peregrine Group 


Hong Kong, 

Kuala Lumpur, 

London, 

New York, 

San Francisco and 
Singapore. 

These operations will be marketed 
under the name 

Santander Investment Securities Asia. 
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Signs that 
the worst 
may be over 


Some of the flows 
are coming back 
into the market as 
currencies 
stabilise 

The Aslan economic crisis 
has dealt a nasty blow to the 
market in which it started - 
the once thriving business in 
trading regional currencies. 

A couple erf years ago this 
was becoming an increas- 
ingly important source of 
business for banks in the 
region as international 
investors were attracted to 
Asian currencies by their 
relatively high interest rates 
and presumed stability 
against the dollar. 

With the devaluation, of 
the Thai baht last July that 
changed dramatically. Bank- 
as say liquidity in regional 
currency trading dried up, 
aggravating the violent 
swings of some of the worst 
affected currencies. 

“Essentially from July to 
January the volume disap- 
peared,” says Andrew Fung, 
regional treasury economist 
of Standard Chartered Bank 
in Singapore. “The interbank 
market became illiquid, so a 
lot of the trading that was 
going on became dependent 
on brokers." 

In recent mouths, how- 
ever, there have been signs 
that some of the flows are 
coming back into the market 
as the main currencies have 
sta bi lised, prompting a bet-, 
tar development erf two-way 
business. . 

, While the Thai currency 
touched nearly BtfiO to -the 
dollar at 'the turn of the 
year, it has since strength- 


ened to around the 40 level 
as the reforms prescribed by 
the International Monetary 
Fund have begun to bite. 

Similarly, the Korean won 
is well above its low point erf 
around WonL9G0 to the dol- 
lar and even the Indonesian 
rupiah has managed to stabi- 
lise in the wake of President 
Suharto's improved relations 
with the IMF. 

"We have seen the worst 
in the currencies already,” 
says Y.S. Wong, head of 
regional financial markets at 
Citibank in Singapore. But 
he adds that economic 
growth rates will remain 
under pressure. 

How quickly the vitality 
will return to regional cur- 
rency trading is another 
matter. Bankers such as Mr 
Wang and Mr Fung believe 
business will revive in time 
as regional trade grows, 
portfolio investment flows 
resume and confidence in 
south-east Asian economies 
returns. 

Indeed, the decision by 
governments affected by the 
crisis to abandon the idea of 
firing their currencies to the 
dollar and allowing them to 
float freely could add to 
demand for currency-related 
banking products. 

"People will have to hedge 
and manage their foreign 
exchange exposure," says Mr 
Wong. 

He does not believe that 
governments will respond to 
the crisis by introducing cap- 
ital controls that would 
affect short-term currency 
trading and says regional 
capital markets may well 
enter a new stage of develop- 
ment as the crisis abates. 

In the long run that could 


tedonerimrapteb 

/tetostyw Mar ft] *0QDpec S) 



18 



1988 Apr 


Koreanwon. 
AfliSwtlte* Propers 


' -jt IMf 

.’-pw *«i } 


■J.frsrj; * .1 



1998 Apr 


Thai baht 


,+ii 

' ft 
. 1 

'W=I iii 



boost trading in regional 
currencies again as investors 
confront a greater choice of 
regional instruments. 

Even so, says Mr Fong, the 
problem remains that the 
markets in Asian regional 
currencies are fairly small 
compared with those of large 


IBM Apr: 


industrial countries. The 

weight of money cause 
big fluctuations. 

A few Investors made 
handsome profits out of the 
baht devaluation, but many 
made large losses and are 
not in a hurry to rush back 
to. 


V- Wk- ; 


“ wi-us 


iF«S 




*1 UM1--* m,.n„ xs x 



impact 



ows d o vvn' 


‘V-Tf : r,-i i.zi 




‘t-vvVfva-i 1 • \ 

"t'r- -'• ?*•:*— .1- ’l «.l ■; ■ 


we-:' I » . 


?».:•: V.-- 
i j«— : - -i v. ■ 

., .• . 


;r. rc.-,;r.v, . •. _.-c 


•ItV'j’.l • !■. v 

s..a 


k 'vn •- •: 

*r'i.; «-v* 


I 


! r tj’ •. ■ 

f<w m 


•••». 


1 * , 


s.. *-n. hi --5-r • 


merest muted 


.** * •>'' •* ■ ' 

--Vo-. :•/ ■••*••■• 

*t. Ts- r -T Jji *?•' -• . 

»■!* .- ■; r v ; "• 

. Jbe^. ■ i. - ! ‘i ’ -■* V-' 1 r ; ,’ j 

;rWrl = --*ry "•>■* ’• 
w# 

©t tft *V • i • J •• • 

f 4 *** : '■ • 

Hft 

— ■■■ 

|JK. ^ ~ ? ’ *f : . ■" ’ 

**r • 

•attfl! * «f>* ”• '•• 

*• r.^rarr-.'^ • : - ‘ - 

5' *■* •: '■■■ • " * ■ 

.“^rl '■ : *■"■ 

■ #ir •>•■ i ' ’ ’ 

*■*■**■+ • •••t *=-'••- 

iV‘V •“■' i; *• •' ’ 

! •** " '-• r ‘ ; 

/¥«r JW«I- ■■•'-- 

;',-r 

j -»• 

s**T*W^ -■ • 

3*L*. «-=*'■ '•"**' *'■’ 

• 4 8 ’ 

:^V ■•■* ,fc 

Jfc-Wit* »•*- *’•-> “ ' 1 

«* r “ 1 ' *'•••■ ' 
--A ■'• ■ 


.. i 

- « 


,r _v, 


vfc 1 - *. .. * ■■ 

it »•»■■. V J j* *' 




>> r»r 

^ Vu 1 : • 




:«» | afi 


t wwniti»r 


y 


i\ if 






ti#' 


V 




J* 


. k- 


•: it.' 

>- 

-♦v- 




v\ 




:^ > :* »* * • ** ' 


i". *'*•■ 
• £• jiiJ'* 





FINANCTAL TIMES MONDAY APRIL 27 I99S 


29 



RWANCE * by Louise Lucas 


Back to basics 
as banks make 
strict rules 


China’s improved 
environment is 
making it the 
focus of otherwise 
wary lenders 


South-east Asia’s 
near-moratorium on big 
infrastructure projects is 
caily one part of the problem 
for bankers charged with fin- 
ancing the deals. 

Their biggest headache is 
on the other side of the equa- 
tion - finding investors for 
the projects that are still 
pushing ahead. 

“We compete with some 
banka but we need them too, 
so the feet that some banks 
are not looking at A&a has 
an impact on everybody’s 
business,” says Prank Pack- 
ard, managing director proj- 
ect finance at BA Robertson 
Stephens Asia. 

Banks have a variety of 
reasons for sh unning Asia. 
For European and VS banks 
the emphasis is on reducing 
exposure to the region's 
troubled economies. 

Japanese banks, strug- 
gling to meet capital ade- 
quacy requirements at home 
and crippled by the "Japa- 
nese margin” added to an 
already high cost of funding, 
are reducing their asset base 
in Hong Kong and south-east 
Asia. As a result there are 
fewer lead-arrangers willing 
to be coopted into deals and 
a reduced pool of would-be 
syndicate members. 

“You have borrowers that 
certainly don't want to pay 
pricing that is to their disad- 
vantage, and you have a 
shrinking lending commu- 
nity still trying to come to 
terms with BIS regulatory 
requirements in Japan,” 
says Brian Allen, head of 
project finance and syndica- 
tions at HSBC Investment 
Bank Asia. 

Baziks that are prepared to 
participate are laying down 
stringent rules. Higher pre- 
miums are being demanded, 
a reflection of the higher 
risks - or perhaps higher 
perception of the risks that 
always existed - and foreign 
exchange guarantees are on 
the agenda. 

Mr Allen views the 
demands as “back to basics” 
rather than new - off-take 
agreements, quality of credit 
and the ability to pay the 
real costs in the event of a 
currency devaluation. 

“It is the usual sort of 
thin g. " he says. “In certain 
situations in the more com- 
petitive environment in 
which we were working it 
was not a question of ignor- 
ing these principles, it was a 
question of not pushing for 
them. It would be fair to say 
that people will now put the 
hagjf principles of common 
sense and reality back on 
the table and discuss all of 
them." 

Places where these issues 
are being discussed are 
today predominantly in the 
parts of Asia that have pre- 
viously been second division, 
particularly China, the 
Indian subcontinent and 
Australia. 

BA Asia says it is working 
on around eight mandates in 
India, mainly in power, and 
in China it is involved in 
protects in oil and gas, chem- 
icals, power and telecoms. 

“There is a natural focus 
on China simply because 
there are a limited number 
of countries where a large 
number of project finance 
teams is having to look,” 
says Simon Dodd, manag i ng 
director project finance at 
BA Asia. 

BA Asia is not alone in 
targeting these countries. 
The swathe of derailed pro- 
jects across south-east Asia 
has knocked the region 
firmly off most bankers’ A 
lists. 

Delayed, down-scaled or 
axed projects include Malay- 
sia's Mtia.Bbn Bakun dam 
and M$3Sbn*plus multimedia 
super-corridor, the US$3.7bn 

elevated rood and railway 
system in Thailand snatched 
away from Hopewell, and a 
raft of Indonesian casualties 
including the us$650m 
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45GMW Serang power plant 
near CQegon, west Java, in 
which PowerGen of Britain 
has a 40 per cent stake. 

In contrast, projects in 
China are moving ahead at a 
faster rate, albeit from a 
slow starting point. There 
have been a number of fund- 
ing breakthroughs, including 
the development of wholly 
foreign financed build-oper- 
ate-transfer models, 

BOT deals offer contrac- 
tors higher returns for 
assuming virtually all the 
risk involved in a project 
The agreements allow pro- 
jects to be financed wholly 
by foreign capital without 
state guarantees. 

The pioneering Laibln B, a 
720 MW power station in 
Guangsti province, was 
struck with a mix of export 
credits and commercial 
money. Electricity de 
France, the French power 
utility, and Franco-Brltish 
GEC AMhom of Britain won 
the concession to operate the 
power plant for 15 years 
before handing it over to the 
Guangxi government 
The deal did not unleash 
quite so many latent projects 
as had been expected but a 
handful of further power 
plants, water treatment 
plants and bridges are now 
in ih a pipeline, 

Mr Allen says the chief 
appeal of the BOT model is 
that the Chinese government 
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is committed to making it 
work and “everyone knows 
where they stand and you 
get thing s moving slightly 
fester”. 

“The experience from all 
parties was quite positive,” 
he says. “But again, not all 
the business will be negoti- 
ated under the BOT guide- 
lines and you are still deal- 
ing with contractual and 
joint venture law. 

“Still quite a lot of deals 
will be negotiated with a for- 
eign party and China party 
rather than [wholly foreign 
financed] BOT." 

Mr Dodd says the effect of 
Laibln B and other initia- 
tives is to set “good solid 
precedents” in which a num- 
ber of issues are dealt with, 
including tariff structure, 
and as a result lenders are 
more comfortable with the 
process of doing business in 
China 

China has experimented 
with a number of models 
and also used the equity and 
bond markets to fund roads 
and other infrastructure pro- 
jects. 

The equity markets this 
year will look less attractive 
to fund raisers - Hong Kang. 
China’s natural financial 
centre, has had around one- 
third of Its stock market 
value wiped off since the 
peak last summer - and 
bond issues have, been few 
and far between. 

For foreign investors 
unfazed by the broader Asia 
concerns, there are attrac- 
tions such as a relatively sta- 
ble currency, which the gov- 
ernment has pledeged to 
retain - the lack of full con- 
vertibility gives the govern- 
ment a greater say in the 
matter than south-east 
Asian governments had - 
nwri growing availability of 
hard currency, with more 
thaw uSHSObn worth of for- 
eign reserves. 

In the power Industry 
there are moves to create a 
more mechanical indexation 
for tariff changes, previously 
decided on a more arbitrary 
basis that had lenders 
despairing for their calcula- 
tions. For China the net 
effect is an improved envi- 
ronment at a time when it Is 
finnly in the spotlight 
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CORPORATE FINANCE • by Louise Lucas in Hong Kong 


Way is paved for cross-border deals 


As companies 
shift from the 
conglomerate : 
culture, merger 
activity may rise 


One of the few gHoonsrs of 
hope in the tunnel of invest- 
ment banking in Asia Is 
mergers and acquisitions. 

Bargain prices, liberalised 
regimes under the watchful 
eye of the IMF and depressed 
domestic capital markets 
should help pave the way, at 
least in theory, for cross-bor- 
der deals. 

The reality may, however, 
'be different. Asian merger 
and acquisition booms have 
been forecast In the past but 
have never taken off to any 
significant degree. Last year 
deals with ah Asian target 
accounted for just 5 per cent 
of all global activity. 

“The whole process in 
Asia is a much slower, more 
protracted one than in the 
US, where buying and sell- 
ing companies is just like 
selling sacks of potatoes.” 
says Richard Orders, chief 
executive at ABN Amro 
Asia; 

Buyers are often deterred 
when they start to comb 
through ' Asian companies' 

■ relatively opaque accounts. 


Compounded with inexperi- 
ence - protagonists in the 
Asian field naturally lack 
the depth of experience built 
up in more active markets 
such as the US - this means 
progress in flinching deals is 
slow. Moreover, prices are 
seldom as bargain-basement 
as buyers would like. 

Already a number of flop- 
ped deals litter the horizon, 
including the Canadian 
Bank of Nova Scotia’s 
planned takeover of Nakora- 
thon Bank in Thailand. 

And realism has yet to 
dawn on much of corporate 
Asia that, survival may mean 
passing control to outside 
hands. Mr Orders notes: 
“There is still a state of 
denial on the part of compa- 
nies [which believe] that, tf 
they can delay long wwngh, 
some miracle will happen.” 

Not surprisingly, bankers 
view these as obstacles 
rather than deterrents and 
take heart from the success 
stories - BASF's USSSOOm 
purchase of Daesang Group's 
animal feed additives divi- 
sion. Southern Electric’s 
$129bn takeover of Consoli- 
dated Electric Power Asia 
and ABN Amro gaining a 
controlling stake in Thai- 
land’s Rank of Aida. 

The growing list of deals is 
building its own momentum , 


says Harry van Dyke, man- 
aging director at Morgan 
Stanley Asia. He receives 
calls “every day of the week" 
from international compa- 
nies representing sectors 
from food tO finawwo to phar - 
maceuticals. 

But he adds: “The ones 
which are going to get deals 
done more quickly are those 
who have been thinking of it 
for a while and may already 
be present in some countries 
in Asia. The ones which are 
being more opportunistic 
from afar will be more cau- 
tious. and it will take longer 
to get things done.” 

The BASF deal, arranged 
by Morgan Stanley, Is a case 
in point The German con- 
glomerate is already active 
in Asia and plans to grow its 
presence. 

Coca-Cola, the US drinks 
company which has an Asia- 
wide reach, paid $441m far 
Doosan Beverage of South 
Korea. 

One of the few deals in 
Indonesia was the $36. 4m 
purchase of a stake in the 
Hero supermarket chain by 
Dairy Farm, the food retail- 
ing aim of Jardine Mathe- 
son, the Hong Kong con- 
glomerate. Dairy Farm Is 
making a virtue of shedding 
its non-Asia interests, 
including stores in Spain 


and Britain, and refocusing 

firmly QU Ada 

If the buying charge is 
spearheaded by companies 
with Asian experience, the 
list erf attractive sellers prob- 
ably begins in South Korea. 
“Korea is now open for the 
first time for significant 
cross-border merger and 
acquisition transactions,” 
says Mr van Dyke. 

“It is one of the countries 
that has changed the most 
and is attracting the most 
interest” 

This is reflected in the 
numbers. In the first quarter 
overseas companies had 
invested $L5bn in the coun- 
try with a further $L5bn of 
potential investments to fol- 
low. 

Credit Suisse First Boston 
cites South Korea's attrac- 
tions as its size -it is the 
world’s llth biggest econ- 
omy - its openness, strong 
US political relations, the 
improved reglatoiy environ- 
ment for foreign investors, 
the positive momentum in 
business and government 
changes now under way. 

To this list Regait Pacific 
Group adds an availability of 
genuinely good companies. 
The Hong Kong financial 
services group earlier this 
year paid $ 10 m to buy into 
Daeyu Securities. 


Peter Everington, manag- 
ing director of Regent 
Pacific, said the deal “just 
from a value point of view 
represents a great invest- 
ment” with a tangible cash 
value of twice the share 
price at the time of the 
deal. 

But it was bought chiefly 
as a going concern that 
would flourish under foreign 
ownership. 

In so doing Regent Pacific 
is treading the path many 
buyers following it are likely 
to pursue, effectively buying 
market share and market 
position. 

“This boom in Asia was 
bound to happen and this 
crisis has accelerated it,” 
says Mr Orders. 

He cites other trends 
already under way which 
point in the same direction - 
government privatisations, 
generational change among 
conglomerates and industry 
rationalisation within sec- 
tors such as food, financial 
services and building materi- 
als. 

“In banking, even before 
the crisis, it was blindingly 
obvious small banks in 
Indonesia and Thailand were 
just not going to survive, 
partly because regulators 
prefer to deal with a small 
number of large banks 


rather than a large number 
of small ones," he says. 

Generational change often 
entails a shift erf corporate 
empires from the founding 
fathers, who see them within 
the framework of family 
businesses, to western-edu- 
cated sous. Those taking up 
the reins are increasingly 
likely to focus on company 
strengths and to hive off 
parts of the business where 
there is slim market posi- 
tion. 

“It is a shift away from the 
conglomerate culture, saying 
you must be in food, cement, 
insurance and the rest,” says 
Mr Orders. 

Even so. he is wary of call- 
ing mergers and acquisitions 
Investment banking’s much 
needed El Dorado In the 
region. He reckons it will 
take another six to nine 
months before bankers dis- 
cover if the scale of transac- 
tions generates sufficient 
revenue Sows. 

“We have a number of 
willing buyers and a number 
of forced or willing sellers, 
but actually tying the two 
together is a mamm oth task 
and very protracted.” he 
saya- 

“To make money you have 
got to do big deals, and there 
are not that many $500m 
deals around.” 



One currency. 
One market. 

One global bank 


Euro 



Managing Your Euro Evolution 

Introduction of the European single currency will reduce risk and simplify 
business transactions. But the transition will be a challenge. 

Bank of America is ready. Our integrated global banking system and 
worldwide presence make us-one of the only major banks with a proven, 
superior payments platform already in place. Which means your payments 
and liquidity management can run smoothly and effectively. 

As a global bank, we deliver the cash management, treasury, and 
capital raising capabilities your business will require through the transition - 
and beyond. 

That's power in motion. That's Bank of America in motion. 



m 


Bank of America 

www.bankamerica.com 


power. _ 

in motion. 








FINANCIAL TIMES MONDAY APRIL 27 t«S 



ASIAN FINANCIAL MARKETS 


REGIONAL FINANCIAL CENTRES • by John Ridding in Hong Kong 


Rival markets battle for the top spot 


When the dust settles 
a shift in the balance 
of financial power 
may emerge 

A big bang in Japan, an easing of 
shackles in Singapore. Against 
the backdrop of regional crisis, 
and partly driven by the 
upheaval, Asian governments are 
looking to deregulation to bolster 
their financial markets and 
strengthen their standing in 
regional competition. 

That competition, which sweeps 
from Shanghai to. Sydney, has 
been intensified by the crisis that 
is ravaging south-east Asia’s 
fiwanriai markets. 

The shift In market activity, 
with a hiatus in Initial public 
offerings and an emerging surge 
in mergers and acquisitions, is 
combining with deregulation and 
the cost implications of devalua- 
tion to alter the odds in the con- 
test When the dust settles a shift 
in the balance of financial power 
may emerge from the wreckage. 

While Japan remains by far the 
biggest financial centre in Asia, 
its rolling programme of deregu- 
lation marks an attempt to guard 
its lead and increase the efficiency 

of its finanra'af sys tem. 

Elsewhere, the battle to provide 
regional financial services is 


Ctna 
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intensifying with several rivals, 
and Singapore in particular, seek- 
ing to erode Hong Kong's tradi- 
tional edge. 

“Our vision is to develop Singa- 
pore into the premier fund man- 
agement hub in Asia over the 
next five to 10 years," says Lee 
Hsien Loon g, Singapore’s deputy 
prime minister and architect of 
the recent reforms. 

He made the remark as the city 
state announced plans to triple 
the value of funds under private 
management and develop the 
local debt market 

Taiwan has eased restrictions 
on futures trading, while Austra- 
lia's government has set the ambi- 
tious goal of making Sydney the 
premier regional financial centre 
after Tokyo by 2000. Most points 
in between have similar visions 
for their financial sectors. 

What Is already clear is that the 
rankings that emerge from 
reforms will be determined by reg- 
ulatory frameworks and transpar- 
ency as much as the state of the 
surrounding economy. 

“Safe havens, such as Hong 
Kong and Singapore have 
emerged with reputations intact," 
says the regional chief executive 
of a US investment bank. “But 
there will be bad memories of the 
problems encountered elsewhere." 

Among these memories are 


Mnhn thir Mohamad's diatribes 
a gains t financial speculators and 
suggestions by die Malaysian 
prime minister that currency trad- 
ing might be banned. 

Nerves were also frayed by criti- 
cism. and occasional raids an for- 
eign securities companies in Thai- 
land. while patience has been 
strained by disappointment with 
Indonesian reforms. 

Despite an improvement in sen- 
timent towards some economies, 
notably Thailand, continued ques- 
tion marks over policy and lack of 
experience in crisis management 
are likely to hinder financial 
ambitions. 

Such sentiments have coincided 
with shrinking markets to force 
consolidation within the sector. 
While Hong Kong and Singapore 
have seen significant job cots in 
the financial industry, they have 
secured their positions behind 
Tokyo as the main financial cen- 
tres in the region. 

The big question which now 
confronts them both is which of 
the two win emerge ahead. 

“We welcome competition," 
says Donald Tsang. Hong Kong’s 
financial secretary. He says Hong 
Kong's size and its tradition of 
well-regulated but lightly-man- 
aged markets has created condi- 
tions for continued development. 

He plays down rivalry with 


Singapore, arguing that competi- 
tion between the financial centres 
is not a zero sum game. But he 
also talks up Hong Kong's book. 
“I do believe we are in a different 
league," he says. 

Many In the industry endorse 
this view. “Certainly, since the 
dark days of the 1980s, Hong Kang 
has developed a reputation for 
clean markets with limited inter- 
vention," says the managing 
director of a European brokerage. 

“That has given it an edge in 
terms of culture, but also.in terms 
of market size.” 

With a stock market capitalisa- 
tion of US$420bn. Hong Kong is 
bigger than most markets in the 
region with the exception of 
Japan. Singapore is much smaller, 
capitalised at about USSUObn. 

Already established as the maii- i 
International stock market for 
mainland listings, Chinese eco- 
nomic reforms should further bol- 
ster the Hong Kong exchange. 

That consideration also under- 
lines the strength of Hong Kong’s 
hinterland, in marked contrast 
with the crisis in Indonesia and 
the question marks over Malaysia 
which cloud Singapore’s pros- 
pects. 

Funds under management in 
Singapore are more than S$123bn, 
but that is still just one-third of 
the size of the Hong Kong indus- 


try. While the debt market 
remains at an early stage in both 
cities, Hong Kong has been mak- 
ing the early running. 

It already a more developed 
benchmark yield curve, having 
issued 10-year notes. The recent 
estab lishment of a mortgage cor- 
poration will stimulate the market 
for securitised instruments. 

Singapore, however, has its own 
strong suits. It is the region’s big- 
gest foreign tnrrhanpp centre out- 
ride Tokyo and has established an 
edge in financial futures. 

Where it la g s , such as in fund 
management a concerted effort is 
being made to narrow the gap. 
Hence the decision to raise from 
SSlObn to SS35bu the amount of 
funds available to private fund 
managers over the next three 
years. For many the money is less 
important than the stance. “They 
have accelerated measures 
designed to encourage fund man- 
agers," says Mark Konyn, director 
of Dresdner RCM in Hong Kong. 

He sees the recent moves, which 
include the relaxation of financial 
requirements for prospective ftind 
management companies, as steps 
in the right direction. 

In attempting to entice new 
business, and even defectors from 
Hong Kong, Singapore can also 
play the cost card. While bankers 
caution a gamat over -emphasising 


this aspect — both remain expen- 
rive cities and cost comparisons 
often ignore factors such as the 
q uality of infrastructure - Hong 
Kong's successful defence of its 
peg to the US dollar has left it 
exposed amid regional rivals. 

The Economist Intelligence Unit 
cost of living survey published 
recently showed Hong Kong had 
risen from llth to third in the 
rankings of expensive cities. Costs 
stood at 122 on the index com- 
pared with 100 for New York. 
Singapore was at number 11 with 
an index ranking of 106. 

Faced with the complex equa- 
tion of costs and benefits, the 
^ against a clear winner 
emerging. Some banks have 
already split their operations. 
Deutsche Rank, for instance, has 
its main regional office in Sing- 
apore but the headquarters for 
equities and debt capital markets 
in Hong Kong. 

- As the regional financial indus- 
try evolves, with mainland initial 
public offerings providing an 
attraction in Hong Kong and the 
refinancing of Asean's shattered 
economies a potential draw in 
Singapore, specialisation is likely 
to increase. 

For investment banks seeking a 
role in the region's recovery it 
may pay to have a foot in both 
competing camps. 


MALAYSIA 

State 
strives 
to ease 
fears 


INDIA • by Krishna Guha in Bombay 
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CHINA • by James Harding 

Alarm bells 
hasten reforms 


Hie first difficulty in dealing 
with China’s much troubled 
hanking sector is assessing 
the problem. 

As banks across Asia have 
wobbled, and in some cases 
fallen, under the weight of 
their bad debts there has 
been a rash of estimates of 
compromised assets at Chi- 
na's four mammoth state 
banks. 

Dai Xianglong. governor of 
the People's Bank of China, 
the central bank, has 
acknowledged that the big 
banks are burdened by much 
bigger bad debts than the 
government has admitted. 

But he suggests the prob- 
lem is manageable, estima- 
ting that bad debts account 
for only 5-6 per cent of total 
loans while non-performing 
loans represent only 20-25 
per cent of the loan book. 

By the end of last year out- 
standing debts stood at 
Yn7,490bn ($902bn), which 
suggests that, even by Mr 
Dai’s most conservative cal- 
culation. non-performing 
assets could stand at more 
than Ynl,490bn. 

Outside observers suggest 
the official figure vastly 
understates the problem - 
academics have touted bad 
debt figures that are a multi- 
ple of the government’s 
numbers, Moody’s has down- 
graded its credit ratings for 
the big banks ami Standard 
& Poor's has calculated Chi- 
na’s troubled loans at a sub- 
stantially higher level than 
the central bank. 

The diverging assessments 
of the problem hint at part 
of the trouble, the opacity of 
a banking industry that 
straddles the state and pri- 
vate sector but is firmly 
rooted in neither. 

At least though, all sides 
have started to take the 
problem seriously and, 
thanks in part to the alarm 
bells sounded by the crisis in 
financial systems across 
Aria in the past year, gov- 
ernment and banks are 
starting to chip away at the 
problem. 

Roij ing is pushing through 
reform of the regulatory and 
supervisory structure. The 
government is planning an 
overhaul of the PBOC which 
should see the central bank 
remodelled along the lines of 
the US Federal Reserve. 

The government will abol- 
ish the present system in 
which the PBOC shadows 
the structure of provincial 
government and consolidate 
operations in a smaller num- 
ber of branches, overseeing 
larger administrative 
regions. 

The restructuring is 
intended to reduce the level 
of Interference in banking 
decisions by local and pro- 
vincial governments, which 


Slight damage for semi-detached 


too often have swayed the 
central bank in the prov- 
inces and nudged local 
brandies of the state banks 
to fund projects on political, 
but not commercial, 
grounds. 

The new-look central bank 
is designed to pave the way 
for the gradual commercial- 
isation of the four big state 
banks, the Industrial and 
Commercial Bank of China, 
the Agricultural Bank of 
China, the China Construc- 
tion Bank -and the Bank of 
China, which together 
account for well over 80 per 
cent of the country's total 
banking business. 

Arguably the biggest chal- 
lenge to the transition of 
these banks from channels 
of state funding to indepen- 
dent commercial financial 
institutions is culture. 

The state still sets the tone 
by making the key appoint- 
ments, dulls ambition and 
initiative by keeping down 
the levels of compensation 
and blunts the sensitivity to 
risk by setting the rates on 
state bank loans. 

The result is a banking 
sector where decisions and 
responsibility tend to be del- 
egated upwards, greater eff- 
iciencies are held back by a 
bloated workforce, and the 
mentality of the planned 
economy, in which size of 
assets makes a greater 
impression than quality, still 
lingers. 

But there are structural 
changes afoot which should 
prod that culture. 

Earlier this year the gov- 
ernment announced the 
issue of a Yn270bn bond 
intended to help the big four 
banks recapitalise debt In 
March, Beijing cut the 
reserve requirements on 
state banks in a move to 
encourage greater lending 
by the “big four", which 
have slowed the release of 
new loans for fear of adding 
to their pile of bad debts. 

Zhu Rongji, the former 
central bank governor who 
took on the premiership in 
March, has also promised to 
encourage greater home 
ownership, opening up a 
whole raft of new business 
in mortgages for the state 
banks. 

Slowly, the Chinese mar- 
ket for foreign financial 
institutions is opening. Last 
year the first foreign banks 
were admitted to do Chinese 
currency business in Shang- 
hai A further 11 banks are 
being considered for the next 
round of approvals, but 
when they will be allowed to 
start business and who will 
gain entry is not clear. 

Gradual market liberalisa- 
tion, though, is clearly part 
of the overall reform strat- 


Harsh new regulations in 
the non-bank sector 

will put at least 20,000 
finance companies out of 
business in India - proof 
that India, while semi-de- 
tached, has not been 
unaffected by the Asian cri- 
sis. 

The country's banks are 
not free to borrow abroad or 
to lend ag ains t property or 
shares as a result of conser- 
vative regulation by the 
Reserve Bank of India. 

As a result the banking 
sector's problems lie in 
inherited bad loans rather 
than a mass of new ones. 
But its finance companies 
did lend to stocks and real 
estate, and ran into trouble. 

“We have not seen a single 
bank failure in India," says 
Deepak Parekh. chairman of 
the Housing Development 
Finance Corporation. 

“But we have had failures 
of non-bank finance compa- 
nies. They are the ones 
which got into trouble in 
south-east Asia." 

The principal reason why 
India did not suffer a 
full-blown financial crisis 
was not, as is commonly 
believed, that no one was 
lending against property or 


shares but simply that with 
the economy in the dol- 
drums, there was no oppor- 
tunity for an asset price bub- 
ble to develop. 

After the Aslan crisis 
broke, the RBI clamped 
down an India’s finance com- 
panies. imposing strict capi- 
tal adequacy norms and pre- 
empting the threat of a 
broad-based crisis whicb 
could spill over from finance 
companies to banks. 

It is likely to be cautious 
about deregulating banks’ 
investment in speculative 
assets in future. India's 
financial sector win emerge 
stronger, though perhaps 
less entrepreneurial. 

Financial markets escaped 
relatively lightly compared 
with their peers elsewhere in 
Asia. 

The main stock market 
index, the BSE 30, took its 
cue from Wall Street, rising 
and falling in response to 
global, not Asian, market 
movements. 

But as concern mounted 
about the value of the rupee 
India suffered the first 
monthly outflow of foreign 
portfolio investment since it 
began to open its economy 
In 1991. 


This outflow, in December 
and January, was revers ed 
only in February. 

Meanwhile, the country's 
privatisation programme 
was temporarily derailed by 
a sudden loss of appetite 
among international inves- 
tors for Asian global deposi- 
tary receipts. 

With a farther hiatus 
caused by the recent general 
election, the privatisation 
programme has yet to 
resume. 

Problems elsewhere in the 
continent have reminded 
India of the need to push for- 
ward with further market 

India 
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reforms. 

DJL Mehta, chairman of 
the Securities and Exchange 
Board (SebiX said the coun- 
try would pursue US-style 
investor protection with 
tougher disclosure and 
transparency rules, "not 
because they are American 
but because Indian investors 
deserve the same protection 
as US investors". 

The RBI has also taken 
stock. Bimal Jalan, the new 
governor, is known to moni- 
tor shortterm capital flows 
closely and favour continued 
restrictions on short-term 
debt even when India makes 
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its currency fully convert- 
ible. 

Other officials have high- 
lighted the need to avoid 
committing too large a slice 
of India's foreign exchange 
reserves in the forward mar- 
ket as has happened in Thai- 
land. 

However, there is a risk 
that India COUld Still draw 
the wrong conclusions from 
the Asian crisis. 

In a country where suspi- 
cion of global capital mar- 
kets Is rife many economists 
and media commentators 
argue that India escaped 
because it has capital con- 
trols and a straitjacket of 
other finanp-iai regulations. 

Ind fo, unlike many of its 
peers, still needs to speed 
liberalisation if it is to sal- 
vage its faltering growth 
rate - down from a target of 
7 per cent to 5 per cent 

One early casualty of 
Asian turmoil could be 
moves tQ capital account 
convertibility planned for 
2000. A delay of at least two 
years now seems likely, 
depriving Indian companies 
of financial instruments 
which they badly need to 
compete with international 
competitors. 


SOUTH KOREA • by John Burton in Seoul 


Balance sheets face scrutiny 


The challenge facing most 
South Korean commercial 
banks this year is how to 
recapitalise since their 
equity capital has been 
nearly exhausted due to bad 
industrial loans. 

The problem is particu- 
larly daunting because the 
amount of non-performing 
loans is expected to climb 
as the economy contracts 
for the first time since 
1980. 

The risk for many banks is 
closure if they are unable to 
improve their balance sheets 
and maintain capital ade- 
quacy ratios. 

Fourteen of Korea's 26 
commercial banks at end of 
1997 failed to meet the mini- 
mum 8 per cent capital 
adequacy ratio set by 
the Bank of International 
Settlements. 

They will be required to 
submit recapitalisation plans 
to the government by June, 
and then be given six 
months to two years to 


improve their balance 
sheets. 

Analysts believe that tbe 
problems of the banks are 
far worse than publicly 
stated. Official figures for 
non-performing loans, those 
with overdue interest pay- 
ments of six months, stood 
at Won22JXX)bn. or 6 per cent 
of total lending, at the end of 
last year. 

But if precautionary loans 
are included - those with 
overdue interest payments of 
three months - the figure 
would increase to at least 
Won55.000, or 15 per cent of 
total lending, according to a 
conservative estimate by 
ING Barings. 

Moreover, the amount of 
bad loans could rise substan- 
tially this year zf Korea is hit 
by another wave erf big bank- 
ruptcies. 

Many banks are extending 
emergency loans to troubled 
companies to keep them 
fro m collapsing in an effort 
to hide their bad debt posi- 


tions as long as possible. 
This has the perverse effect 
of weak companies receiving 
loans while healthy ones are 
denied credit. 

The government is also 
encouraging banks to roll 
over maturing commercial 
paper to prevent bankrupt- 
cies. This has delayed a 
needed restructuring of Kor- 
ean industry by allowing 
weak companies to ML 

Nonetheless, the banks 
may have difficulties in 
holding the line as the econ- 
omy plunges into recession. 
SBC Warburg Dillon Reed 
estimates that can-perform- 
ing loans could reach 
nearly Won93,000bn, or 30 
per cent of total lending, this 
year. 

Tbe size of the problem 
means that banks can not 
avoid painful re stru cturing. 
They will probably be 
unable to increase capital 
greatly through disposal of 
assets, rights issues or reval- 
nating assets. 


Instead, most face the 
stark choice of being closed, 
nationalised or forced to 
merge with other institu- 
tions. 

Although bank reform has 
been criticised as being too 
slow, Korea is still regarded 
as being more aggressive 
than other troubled econo- 
mies in the region In 
addressing the issue. 

“There has been a positive 
start, although a lot of work 
needs to be done," says Wit 
liam Rhodes, Citibank vice- 
chairman, who recently 
helped to arrange the 

rescheduling of $22bn in for- 
eign debt owed by Korean 
banks. 

Korea has already nation- 
alised two big commercial 
banks. Korea First Rank and 
SeoulBank, and plans to sell 
them by Joly to foreign 
investors recently allowed to 
acquire domestic financial 
institutions. 

It has closed nearly half of 
the nation’s short-term 


finance companies in what is 
considered a preliminary 
step to doing the same 
in the commercial banking 
sector. 

The government recently 
established an asset manage- 
ment corporation to buy bad 
loans from banks, enabling 
them to improve their 
balance sheets while 
imposing new rules on dis- 
closure. 

finally, it reformed finan- 
cial regulatory supervision 
by creating a new agency 
with strong powers. 

Although the foundation 
for a better banking system 
has been laid, Korea along 
with other Asian nations 
must undertake other essen- 
tial reforms to prevent the 
debt crisis from recurring: 
These include modern 
credit assessement manage- 
ment, better bankruptcy pro- 
cedures and corporate 
restructuring to avoid 
uncompetitive industries 
dragging down the banks. 


THAILAND * by Ted Bardacke in Bangkok 


Last-ditch effort to stay independent 


Although Thailand’s 
economic downturn contin- 
ues unabated, its financial 
crisis appears to have 
receded. 

Finance companies have 
largely disappeared or have 
been taken over by foreign- 
ers. while the commercial 
banks have either started a 
long tortuous road to recapi- 
talisation or have been taken 
over by the government 

Although there may be 
more government takeovers 
of commercial banks, and 
the bill to the taxpayer and 
shareholders continues to 
climb, no banks appear to be 
in danger of collapsing, a 
marked change from just six 
months ago. 

This sorting out process 


has Thai hanks falling Into 
three categories. Small ones 
have been, or soon will, be, 
taken over by foreigners. 
Medium-sized banks have 
been nationalised. 

And the top six are engag- 
ing in a last-ditch effort to 
preserve their independence 
by raising capital from exist- 
ing shareholders, minority 
strategic partners or interna- 
tional equity investors. 

Perhaps the most signifi- 
cant deals have been those 
involving the small banks. 
Bank of Aria was bought by 
ABN Amro . the Dutch ban k. 
in a complicated deal that 
involved an immediate capi- 
tal injection of S187m to buy 
75 per cent of the bank. 

The actual price paid, not 


to exceed five times the ini- 
tial amount will be deter- 
mined at the end of next 
year using a formula based 
on the stock prices of compa- 
rable banks. 

Thai Dana Bank, another 
small bank, was similarly 
taken over by the Develop- 
ment Bank of Sir^apore in a 
deal worth $U4m_ Like Bank 
of Asia, the new owners 
have left Thai management 
in place. 

Although they have net- 
works of fewer than 100 
branches these banks could 
In future pose a serious com- 
petitive threat to the bigger 
banks. 

Expect similar deals with 
Nakorn thorn B ank, Union 
Bank and Laem Thong Bank 


by 1999. With controlling 
families and Thai investors 
either unable or unwilling to 
recapitalise, if these banks 
do not sell out to foreigners 
they face the same fate as 
Siam City Bank, Bangkok 
Metropolitan Bank, First 
Bangkok City Bank and 
Bangkok Rank of Commerce. 
These were nationalised 
after all shareholder equity 
was written down. 

The Thai government 
intends to dispose of these 
banks but is unsure how to 
do it It has promised the 
International Monetary 
Fund to set out principles 
for disposal by Jane 30. 

More disparate are the big 
six banks. Thai Farmers 
Bank recently raised S&rzm 


in a global equity offering, 
raising foreign ownership in 
the bank to 49 per cent 

Bangkok Bank, tbe coun- 
try’s largest, is attempting to 
do the same. Krung Thai 
Bank and Thai Military 
Bank, owned by tbe govern- 
ment and armed forces 
respectively, should have 
access to as much new fun- 
ding as necessary. 

But Siam Commercial 
Bank and Bank of Ayudhya 
could be more complicated 
as they attempt to sell 
minority interests. 

Ail the new capital will go 
towards increased provision- 
ing for bad debt, already 
raised recently with stricter 
central bank regulations on 
loan classification. 


Analysts predict that by the 
middle of next year Malay- 
sians will have stopped mak- 
ing payments on utmost one 
in four loans. 

In a country where the 
domestic credit to gross 
domestic product ratio fast 
year was about 170 per cent, 
the highest in south-east 
Asia and one eg the highest 
in the world, the repercus- 
sions would be enormous. 

But, even as the past 
Asian financial crisis forces 
neighbours to shut banks, 
the Malaysian authorities 
insist that their own Institu- 
tions are sound. As recently 
as March. Anwar Ibrahim, 
finance minis ter and deputy 
prime minis ter, asserted that 
the system was intact. 

Bank Negara, the central 
bank, emphasised that only 
Sime Bank, Bank Bumlputra 
Malaysia - the country's sec- 
ond largest - and two 
finance companies would 
require further capitalisation 
should ’’extreme conditions 
materialise". 

The central bank has since 
sought to minimise risks 
posed to the finance compa- 
nies by restructuring the 
sector to reduce the 39 Insti- 
tutions to eight. Banking 
group Rashid Hussain has 
taken over management of 
Sime Bank, which reported a 
pre-tax loss of MSl-Slbn for 
the second half of 1997, and 
is to merge it with RHB 
Bank. 

Ahmad Mohd Dan. gover- 
nor of Bank Negara, has 
pledged that for state-owned 
Bank Bumiputra "the gov- 
ernment of Malaysia has 
undertaken to inject the nec- 
essary capital should the 
need arise". 

These attempts to 
strengthen the most fragile 
institutions should ease 
fears. But economists, ana- 
lysts and fund managers pre- 
dict the worst is yet to come. 

Even the country's largest. 


The central 
bank has 
sought to 
minimise 
risks 


most conservative and best 
respected local institution. 
Malayan Banking, or May- 
bank. announced a 29 per 
cent drop in net profit to 
M$4£L5m for the six months 
to December. Its loan loss 
and provisions more than 
doubled to M$7ll.5m. 

At the end of March, Mr 
Anwar was forced to revise 
down the nation's growth 
forecast for 1998 to between 
2 and 3 per cent, sharply 
lower than the 7.8 per cent 
recorded last year. Econo- 
mists and analysts expect 
further revisions, leading to 
increased pressure on loans. 

Gan Kim Khoon, research 
manager at SG Securities, 
says his house projects GDP 
growth will slow to 112 per 
cent this year before improv- 
ing to 3.4 per cent next year. 

Based an those forecasts, 
non-performing loans should 
reach 19 per cent by tbe 
year's end and 22 per cent by 
the middle of next And that 
is only if those growth rates 
are not lower. 

“It all depends on how 
much woree the economy 
gets,” says Mr Gan. He is 
quick to note that In just 
two months, January and 
February, the non-perform- 
ing loans ratio rose from 6.8 
to 8.7 per cent, a phenome- 
nal 23 per cent 

“It is still rising, and ris- 
ing rapidly," Mr. Gan adds. 

In releasing Bank Negara's 
annual report at the end of 
March Mr Ahmad 
announced that, to 
strengthen banks, the cen- 
tral bank was reducing the 
limit on single customer 
exposure from 30 to 25 per 
cent of total capital, requir- 
ing banking institutions to 
publish data on key indica- 
tors every quarter and 
encouraging mergers. 

Economists had hoped 
Malaysia would also use the 
crisis, as some neighbours 
have, to liberalise foreign 
participation in hanking 

Mr Ahmad did not make 
any such pronouncements, 
-only saying it was difficult 
to anticipate what might 
happen in the months ahead. 
Observers feel sure bad news 
lurks there. 

Hugh Young, managing 
director of Aberdeen Asset 
Management Asia, says sim- 
ply: “One presumes there is 
another Sime.” 

Sheila McNulty 
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CURRENCIES & MONEY 


Traders cool on Emu 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


By Simon Kuper 


Hr 24 


The coming weekend’s 
meeting in Brussels to 
choose the founder members 
of European monetary union 
will go down in history. But 
it will mean relatively little 
to currency traders. 

That particular fraternity 
lost most of its interest in 
Emu when it became clear 
that monetary union would 
take place with li members, 
and that their exchange 
rates within the European 
exchange-rate mechanism 
were sensible and thus easy 
to defend. 

The meeting could provide 
some titbits for the market 
After being chosen for Emu, 
Spain and Portugal may weB 
cut interest rates. However, 
no German rate rise is expec- 
ted after the meeting - 
Bundesbank officials last 
week did their best to drive 
that notion out of traders’ 
heads. Nor are any curren- 
cies expected to revalue 
within the ERM. 

Perhaps the biggest ques- 
tion for the market is 
whether the Emu founders 
manage to agree on a chief 


for the European central 
bank. Prance is pushing 
Jean -Claude Trichet, gover- 
nor of the Bank of France; 
everyone else backs WUn 
fruisenberg. president of the 
European Monetary Insti- 
tute, forerunner of the ECB. 
The market does not particu- 
larly mind which of the two 
gets the job. 

But if neither man «, 
appointed that would sug- 
gest unbridgeable divides 
and the risk that the ECB 
will be influenced by politi- 
cians. That could hurt the 
D-Mark against the dollar. 

Recently some Federal 
Reserve officials have 
suggested that US interest 
rates will rise soon. The mar- 
ket will therefore be paying 
closer attention than nsnal 
to American economic 
The key figures this week 
are likely to be Thursday’s 
preliminary gross domestic 
product data and the 
employment cost both 
for the first quarter. Per- 
sonal income figures for 
March and the National 
Association of Purchasing 
Managers' index for April 
appear on Friday. 
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MONDAY 27 




Chirac meets Hasfiimoto 

Jacques Chirac, president of France, 
holds a summit meeting with Japan's 
prime minister, Ryutaro Hashimoto, to 
discuss bilateral relations and the 
International situation Including the Asian 
economic crisis. During his stay, Chirac 
will also meet the emperor, former prime 
ministers and visit a leading electronics 
company. 

Nuclear friction 

Preparations for the review conference of 
the nudear non- proliferation treaty in 
2000 resume In Geneva with a two- week 
meeting open to all 186 member states. 
The meeting is expected to be lively, with 



non-nuclear states pressing for “no 
first-strike" assurances from the nuclear 
powers and non-governmental 
organisations calling for the launch of 
nudear disarmament negotiations. The 
US and Russia between them still have 
some 35,000 warheads, with another 

1,100 or so held by China, France and 
the UK. Meanwhile India, Pakistan and 
Israel, aH nuclear-capable countries, have 
refused to sign the NPT. 

Rights review 

The United Nations Committee on 
Economic, Soda) and Cultural Rights 
meets In Geneva to 15 May to examine 
how signatory countries are fulfilling their 
human rights obligations. The five 
countries under scrutiny this time are Sri 
Lanka, Nigeria, Poland, Netherlands and 
the Solomon Islands. The 137-member 
International Covenant on Economic, 
Social and Cultural Rights upholds 
gender equality and the rights to work, 
trade union activity, an adequate income 
and health and education. Nigeria was 
recently condemned by the International 
Labour Organisation for persistently 
violating trade union rights. 

Chretien in Cuba 

Prime minister Jean Chretien makes the 
first visit by a Canacflan government 
leader to communist-mled Cuba since 
Plana Trudeau went in 1976, at the 
height of the Cold War. Cuba says the 
two-day visit, at the personal Invitation of 
President Fidel Castro, underscores 
Ottawa's dose ties with Havana. 
Chretien's agenda wfli Include "official 
conversations* with Castro and the 
inauguration of a new terminal at 
Havana's Jose Marti International airport 
which has been built with Canadian 
financing. 

Heading for the summit 

EU foreign ministars meet In Luxembourg 
to discuss preparations for the planned 
London conference on the Middle East, 
efforts to reduce tensions in Kosovo, and 



EU finance ministers wffl pronounce this weekend on which countries wfll be the founder members of the European single currency when ft Is Introduced next year 


next month's transatlantic summit with 
the US. The British presidency of the EU 
is hoping for a successful s um mit with 
the US which would end the stand-off 
over the Hefms-Burton and D'Amato 
legislation punishing foreign companies 
dealing with Cuba, Libya and Iran. 

Holidays 

Bahrain", Egypt*. Jordan”, Lebanon*. 
Mauritania, Oman*, South Africa, Togo, 
Tunisia’, United Arab Emirates’, 
Indonesia, Slovenia, Yugoslavia. 


TUESDAY 28 




Touching bases ■ 

Madeleine Albright, US secretary of state, 
arrives In Japan for a two-day visit as 
part of a week-tong journey to Asian 
countries. She will meet prime minister 
Ryutaro Hashimoto and foreign minister 
Ketzo Obuchi to discuss trade 
Imbalances, Japai's economic re f orm s , 
and security Issues including a relocation 
of the US military base to Okinawa. 
Albright is likely to press Japan for 
practical solutions where to construct a 
heliport as part of a plan to reduce US 
military presence to the prefecture 
according to an agree m ent to 1996. 

Men’s problems 

Experts meet at the World Health 
Organisation In Geneva for three days to 
review research Into male contraception 


tocfuding the male “pflT an d consider 
new fines of research. 


Holidays 


Bahrain*, Jordan’, Kuwait, Morocco, 
Oman’, United Arab Emirates*, Albania, 
Malaysia, India. 


WEDNESDAY 29 


Kyoto signing 

Some 50 environment minsters and 
other officials meet In New York for the 
three-day high-level segment of the 
Commission for Sustainable . 
Development Apart from discussing 
ways of moving towards sustainable 
development and better management of 
freshwater supplies, some participants 
also plan to sign the Kyoto protocol for 
tackling climate change wtiBe to New 
York. The UN agreement reached at 
Kyoto lest December committed the EU, 
the US, and Japan to cutting their 
greenhouse gas emissions by 8,7, and 6 
per cent by 2010. But the curbs, 
expected to change fossfi fuel use 
patterns, have no legal force until the 



accord is ratified. The European 
Co mmiss ion and Britain plan to sign the 
accord on behalf of the European Union 
as the first step towards ratifytog it. 

Bank meeting 

The Manila-based Asian Development 
Bank holds its 31st annual meeting in 
Geneva, with over 2,000 delegates and 
journalists expected from the ADB's 56 
member countries. The ADB and Mltsuo 
Sato, its Japanese president, have come 
under fire for failing to take a lead to 
developing an appropriate response to 
the Aslan crisis, which wifi obviously be 
the main topic of discussion at the three 
day meeting. 

FT Survey 

Britain's Top 100 Universities (UK 
editions only). 

Holidays 

Israel, Jordan*, Armenia. 


THURSDAY 30 


Sudan peace bid 

The Sudanese government is expected to 
resume peace talks wfth rebels of the 
Sudan People's Liberation Army to 
Khartoum. Discussion is expected to 
include talks on the country's draft 
constitution. The SPLA wants a 
north-south confederation and Sudan's 


Islamist government wants to keep Its 
federation of 26 states. 

Slovakians try again 

The Slovakian parliament makes another 
attempt to elect a new president for the 
country and settle a constitutional crisis 
which has lasted two months. 

Trade lessons 

The Geneva-based World Trade 
Organisation holds a symposium on the 
world tracfi ng system ahead of 50th 
anniversary celebrations In May of tire 
foundng of the General Agreement on 
Tariffs and Trade, the WTO's 
predecessor. Trade experts. Including 
Fred Bergsten, Jagdish Bhagwati and 
Sylvia Ostry, wiQ discuss the lessons of 
the last 50 years, the settlement of trade 
disputes, policy challenges to the 21st 
century and globalisation. 

FT Survey 

The Launch of Emu. 

Holidays 

Israel, Vietnam, Netherlands, Sweden. 


FRIDAY 1 
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Emu ins and outs 

EU finance ministers gather in Brussels 
to prepare for an historic European 


summit which wH decide to* foundar 
members of aconomic erto monetary 
union, the conversion rate for euro 
currencies, and, hopaMiy. appotofn*M» 

to the stx-membef executive beard of the 
European Central bank. The EGB 
appointments have been delayed 
because the Dutch end the French 
governments ore sticking to their rival 
candidates for the top fob of pretidant: 
yyim Duoanberg of foe Nethertande and 
jei-Claude Triehet of France. On 
Saturday, the European Parliament wifi 
meet in an extraordinary session to give 

their opinion cn the recommendation* of 
EU finance mtotsters on which countries 
qualify for Emu. 

Children’s summit 

A week-long "children' s sum mit* bringing 
together children from Israel and Its Arab 
neighbo ur s begins to the Swiss ski resort 
of Villars. The summit, organised by s 
group caned -Seeds of peace", w# be 
attended by Queen Noor o * Jordan and 
Shhnon Peres, former Israeli prime 
minister. The Swiss phamwceutweie 
group Novartis is acting os sponsor. 

Talbot in.Turkey 

Strobe Talbot, the US deputy secretary 
of state, is among speakers at the New 
Atlantic Initiative conference on Nato/ 
European Union expansion in IstanbUL 

FT Surveys 

international Capital Markets: Who Owns 
UK pic? 

Holidays 

Bangaktesh. China, Indio. Malaysia, 
Pakistan, Philippines, Singapore, South 
Korea. Sri Lanka. Taiwan, Thailand, 
Vietnam, Mexico. Israel, Albania. Austria, 
Azerbaijan, Belarus. Belgium, Bulgaria. 
Croatia. Czech Republic. Estonia, 

Finland. France, Germany. Greece. 
Hungary. Iceland, itafym Kazakhstan. 
Kyrgyzstan. Latvia. Lithuania. 
Luxembourg. Macedonia, Malta, 

Moldova. Norway. Poland. Portugal. 
Russia, Slovakia. Slovenia. Spain. 
Sweden, Switzerland, Ukraine, 

Yugoslavia, Ben in, Burkina Faso. 
Cameroon, Central African Republic. 
Congo', Cyprus, Egypt Gambia, Ghana, 
Israel. Ivory Coast, Jordan. Lebanon, 
Malta, Mauritania, Morocco, Niger. * 
Senegal, South Africa. Togo. Tunisia. 
Zimbabwe, Argentina. Brazil. Chile, 
Colombia. Mexico. Peru. Venezuela. 
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SATURDAY 2 


Gore in Egypt 

US vice president A1 Gore visits Egypt for 
two days of talks on bilateral 
co-operation. 

Holidays 

Macedonia, Russia. Slovenia, Spain, 
Ukraine, Yugoslavia. 


’Tentative dates, dependent on sighting 
of the moon. 

Compiled by Roger Beale 
Fax 44 171 873 3196 




Other economic news 

Monday: German import 
prices are revere tog their 
upward trend of a few months 
ago with the annual rate to 
become negative in March, 
thanks to lower oil and other 
commodity prices, and the 
stable D-Mark. 

Tuesday: UK world trade data 
for February is released, with 
most forecasts for the UK's 
deficit to widen as the imped 
of the strong pound and the 
effects of Asia harm 
exporters. The CBI Industrial 
trenda survey for March Is 
Hkeiy to show an easing to 
domestic demand. 
Wednesday: The French 
INSEE Industry survey should 
show signs of Improving 
Industrial sen ti ment, following 
Tuesday's strong trade 
balance and GDP figures 
earlier In the week. 

Thursday: Estimates for first 
quarter real GDP to the US 
may show a strong drag from 
the US's widening trade gap, 
helping keep the annual rate 
of growth around 3 percent 
The first quarter Employment 
Cost Index is also published. 
Friday: The US NAPM surrey 
for April Is expected to 
weaken after the strength of 
purchasing durtog March, with 
lower new orders and 
production components. 


ECONOMIC DIARY 
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ACROSS 

1 Smoker caught man taking 
French marshal’s riding 
harness (7,5) 

10 Companion In love delivers 
flowers (7) ' 

11 A colonel yet bothering to 
be a church attendant (7) 

12 When embraced by a chad, 
cheers? (5) 

13 One sweeping round each 
area used by dancers (8) 

15 After a mile turned round 
and speed Is better (10) 

16 You once returned It as 

something abominable (4) 

IS What a batsman won’t 
want to avoid (4) 

20 Sets up test in situ, at sea 
(10) 

22 Striking play - it’s backed 
by leading company (8) 

24 Holiday resort where it’s a 
hundred and four, perhaps 
(5) 

26 Film you and I on back of 
boat (7) 

27 They'll talk of making 
room for a torso inside (7) 

28 Zee cuts Peter when toss- 
ing a pancake (5.7) 


DOWN 

2 Man about to weed 10800 
sq metres! ( 7) 

3 Support a broken tin pipe 
externally (8) 

4 Letters said to provide conr 
fort (4) 

5 Solid dripping for cattle - 
it's a new concoction! (10) 

6 To everyone meimHng an 

talnnri . . . . ( 5 ) 

7 . . . . it's the space into 
which a locks* fits (7) 

8 The missing seamen, dis- 
heartened, were easily 
defeated (4A4) 

9 Red praises mum for cook- 
ing something containing 
eggs (35) 

14 Brevity of ploughing in ten 
acres ( 10 ) 

17 Supply a float doer key to 
the enclosure (8) 

19 Being kind to one top 
comic is best! (7) 

21 Crowd go on strike (7) 

23 Jack Lee transplanted a 
tree (5) 

25 A little pot of uncooked 

s?<4) 



MONDAY PRIZE CROSSWORD 

No. 9, 666 Set by GRIFFIN 

A iriHgmun. of Laurent Perrier Sort champagne for the first correct 
solution opened. This prize is available only to winners living in 
England, Scotland and Wales. Winners with overseas addresses will 
receive a stainless steel FT desk dock. Saintkms by Thursday May 7, 
marked Monday Crossword 8866 an the envelope, to the Financial 
Times, 1 Southwark Bridge. Iundtm SEl 9HL. Solution an Monday May 
9. Please allow 28 days for delivery of prizes. 

Name - , , , 


Address. 


Solution 9,655 


NOMURA ASIAN 
INFRASTRUCTURE FUND SICAV 

a C. Luantaire B3i24 

Ka g m ar ftJ Office . 6, tnmm Emto Rare; 10420 Uammtxug 
Notice is hereby given io the ihoieholden, «hm Ihe 

ANNUAL GENERAL MEETING 

of shareholders of NOMURA ASIAN INFRASTRUCTURE FUND wH be 
held at the re gb t ni o d office on Monday May 4th 1998, at 10:00 am. with 
the Mowing agenda: 

Agenda 

1. Submission of the reports of the board of <fr«cto<s and of the auditor. 

2. Apprtxol of the annual wx u m fts end of the s t ul a naM of op o n jlk ng as 
or December 3 lit 1997; appropriation of the results. 

3. Discharge of the dlredon and auditor 

4. Stat u tory appointments. 

5. Miscellaneous. 

The Shareholders am odvised that no quonen h raqubad far the Items on 
the agenda of the omuot general m eeti n g and that decisions will be token 
on simple majority of the shares present or repre se nted at the meeting. 

In order to attend the meeting of NOMURA ASIAN INFRASTRUCTURE 
FUND, SICAV the owners of bearer shares w» have to deposit their shore* 
the dear days before tire meeting at the regist e red office of the company 
or wfth NOMURA BANK (LUXEMBOURG) S A. 6 avenue EmMe Reutet 
Luxembourg, 

The Board of Dlredon. 
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■ Notice to the Noteholders of 

FS INNOVATION 

¥2,000,000,000 

Nil Coupon Secured Mandatorify Exchangeable 
Notes due 2004 
(the -Mown 

exchangeable for shares of common stock of 

FOCUS SYSTEMS CORPORATION 

Hwatting of Bccffanga Price" 

NQrncE ta HEREBY GIVEN pursuant to CondMon M o? the Terms 
and Cona tions of the Notes that the Exchange Price (as Mtoad In 
C °2!?? ,r ' Tbtms and Contfttora of tno Notes) shnfl be rasa 

M to»^ effaedva aa°( April 27.1998 (^panTVne) In accordanca wfth 

condition 4.L3. 


Exchange Price before resetting: ¥1,000 per St 
Exchange Price after resetting: ¥701 per Stare 


Share 


The Ctwee Manhattan Bank 
on behalf of 
FS INNOVATION 

April 27,1990 


Winner of Puzzle No.9,655: Mrs MJP. Treacher, High 
Wycombe, Bucks. 
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